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preface 

A new world will come because the old is breaking to 
pieces. But the new world Will be better or wc’rse accord- 
ing to the power or weakness of the coopetatwfi spirit in 
the hearts of men — m other words according tcJ the power 
or weakness of theif cooperative movements 

We all want to rush past ot whizr to our destinations 
in the car, the tailway and the aeroplane We all want to 
benefit by the telephone, the telegraph, the radio and the 
television We all want to covet ourselves with khaddar, 
mukhmal and woollen goods. We all want to hve m ease 
and comfort tdl death We all want to satisfy fhe sex urge 
But none wants to be a victim of srphhs and gonorrhea 
None wants to face a depressed feeling and discc>®lort the 
movements of hands and feet and the whole body None 
18 prepared to court headache, stomache and foul body- 
odour None wants to be coerced, oppressed apd exploited 
>Jona wants to be left behind, miured, crushed and 
bombarded 

\i also I'W.l 

that he cannot have his way unless be amicably allows otners 
to have their way Consequently it appears inevitable that 
we must associate, but this association must nOt be — is not 
to be — for the protection and promotion of mer®ly personal 
and sectional interests 

CTniversffy 15 to be the rule There must be equal con- 
sideration for all the members The association must be 
open to all who can be benefitted There should be no place 
for exclusiveness, sectarianism, sectionalism or ®oy other 
form of vested interests. For this, the will to dominate 
others must be banished through democracy Bot m order 
that one may be a democrat, he must get ss^'ayed with a 
feeling of comradeship, friendliness and brotherhood This 
requires a personal knowledge of the people and the strong 
will not yield to complacency when satis actory results 
httgm to be achieved And by demociacy we do not mean 
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trnteb political democracy Polmcal democracy of out 
time 18 a farce The best democracies of today may be 
tightly dubbed as pluto-democracies because if the elected 
legislate against high finance and big business they tend to 
be pulled back and pulled away by the invisible thread of 
economic power Today sovereign power dominance and 
justice go with high finance and big busin To escape 
tbis situation there must be established economic democracy 
through equity 

EQUtty in the sense of fair play and fair price must 
therefore be adopted There should be lelt no place for 
the ‘tricks of the trade' The customers must not be given 
a wrong valve or wrong conception of value They must 
be told what a commodity is actually worth The technical 
expertness of the professional speciabst should be at the 
service of the layman ^ that he would not suffer on 
account of technical ignorant Wuh a little extension of 
the interpretation of equity’, it seems to ban the production 
of old and rotten wines »n new bottles with new labels 

In general, the users must have tbebirriyto choose 
end use what they like and to manage tbeir asscciationin 
whatever way they decide to But liberty does not indi- 
cate mob-tule, anarchism or irresponsible self-assertion 
Autonomy does not mean unconttoJled cooperative enter- 
prise A restriction is placed by association which demands 
that unfettered local autonomy must be ceded for the gene- 
ral econoDiic good and the elimination of waste In other 
words, economy Is necessary The workers must be told- — 
they must try to realise it themselves too —that efficiency 
Is to be achieved They must not only have a knowledge 
of the objective and the methods to teach it hut they must 
feel the responsibility They must tegaid their work dS 
something more than a perfunctory effort to obtain their 
livelihood 

The teahsation cannot be left to the Workers Some- 
thing more must be done to supplement the employer- 
employee relationship to secure sustained enthusiasm 
m duty and work , something to change time service 
into social service Pl/Hicity open work and edu- 
cation constitute the solution tublicity in tegacd 



t3 cooperative work should enable the workers to expose 
everything incompatible with the best interest of the group 
Publicity and education if correctly undertaken can— as 
happened in Russia make the individuals highly social— 
consaous and use their individuahty for the benefit of the 
masses 

To sum up there must be an association which is pre 
pared »o extend its benehts to all It must be controlled 
democratically and must enjoy autonomy which is limited 
only by considerations of economy and wider economic 
welfare Honest service and nor profit must be its aim 
so that the annual surplus shall be returned to those who 
brought It m It must spend and arrange for proper publi 
city and education to abolish deception and misunderstand 
ing and to make the members and workers— nay 
the people-social conscious responsib’e and altruistic 

In otocr words a society must have an economic 
function There must be open membership and democratic 
control A luruted me rest has to be allowed on capital and 
the surplus has to be discrtbuteJ in proportion to the 
meoaben dealings with the s iciety And these ate the vety 
conditions s®c down by ih» International Cooperative 
Alliance for its membership The I C A is no doubt in 
favour of the provision for cooperative education sale of 
pure unadulterated goods ( e honest service) and no 
credit sales (which is an aspect of economy) In our 
analysis above politics and religion do not come in tbe 
Alliance also does not concern itself with politics and reli- 
gion It holds the view that the society can adjust Itself to 
all political and religious situations This is amply demons 
trated by the fact that cooperative societies are flounstnng 
in U K U S A and U S S R 

May it not then be said that the new world would 
be a better world if it is based on cooperation ’ ' 

The cooperative movement must therefore be progress- 
ed and cooperative education must be spread Hence these 
essays I must acknowledge that the above reasoning and 
the idea came after a study of a A SOCIAL PHILOSO- 
PHY OF COOPERATION by J J Worley 
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It js not claimed that the e^a;s collected here form a 
full and coordinated treatment of the principles of coopera- 
tion or of the cooperative problems of India In some, the 
details of a soaety are discussed in some they are explain- 
ed. and m some, only certain important features have been 
described or summansed It is also true that our govern- 
ments have m many cases already took progressive steps 
and that these may not have been indicated fully m these 
pages Yet it has been felt that even so this shall be of help 
to many 

I must admit that some portions of the book appeared 
mleadingjournalsandmagazmesof India, though they are 
included in the book m revised forms 

1 must also admit that the printing mistakes m the first 
four chapters of the book have been due to a certain 
complacency on my part and to the baste on tbe part of 
the pubhshers 

I am thankful to Mr J. Warbasse, Emeritus President 
of the Cooperative League (USA) for having consented 
to yrtite a foreword 

I must also acknowledge my debt to my students Syt 
Jagdisb Narain Smgh, M A and Syt Jagdish Prasad Sangal 
M Com . who allowed me to use freely the notes which 
they had taken m ray lecture classes and to Syt Vishnu 
Satan Agarwal M A , B Com , at whose residence in 
Ramnagat (Distt Nainital) a part of tbe proofs was seen 


Mahesh Chand 
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CHAPTER I 

CO-OPERATION—A DEFINITION 

Co operation litetally means ‘working together ’ 
In this iorm we have been co-operating ever 
since the world began Not to say of the human 
beings even the animals and the birds have been 
known to co-operate to achieve certain objects m 
which they have a common interest But of late 
this co-operation has been mking a new shape and 
form in the economic field^ IThe industrial r evolu- 
tion and the^meme exploitation by the usurers 
and employerriiave lead to a new economic move* 
^rnent known as the co-operative movement With 
the present condition of the various economic 
‘isms’, It appears that the greatest good of the great- 
est number cannot be achieved thus It is felt that 
an ‘ion’ must replace the ‘ism But the ‘ion’ can- 
not bring material and normal success unless we 
take to It sincerely after having fully understood 
Its meaning and implications 

It is true that the co-operative movement be- 
gan with ceztaiTi detailed characteristic features 
which must be true of an institution before it can 
be termed co-operative. But for correct under- 
standing of co-operation certain essentials must be 
reckoned One may work for thejnmost develop- 
ment of oneself ■“Or“i>ne~may 'totally forget the 
"seirSnd work for the utmost development of others 
o r "one m ay work for a balanced develop^ 
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words the sole guiding principle may be in- 
dividualism, altruism or a balance between both. 
In short, the watchword may be ‘1* ‘YqU’ or ‘We'. 
For obvious reasons ‘I‘ is insufficient for the greatest 
good of the greatest number The weaker units do_ 
-leauire the helping hand of the stronger or others^ 
who are similarly situated ‘YOU' shall not be pre- 
ferable because of two great dangers Firstly, it 
may entail total ‘self-forgetfulness’ which is never 
wanted; also there shall be the danger of sudden 
reaction from extreme altruism to extreme indivi- 
dualism and back again. This would make life a 
series of violent and costly reactions Secondly, 
every future genuine attempt at co-operation made 
by others may be doubted, and advances, which if 
sympathetically understood and appreciated would 
lead Co valuable result for all, may be repelled. 
Hence ‘WE' is the watchword left for us. 

For a balanced development of ‘I’ and ‘YOU, 
working" together is essential But teamwork is 
more difficult for personal objects than impersonal 
ones. Many shall agree about ‘service to others’, 
but if in a particular case one was to ask them to 
act in a particular way justified by the above men- 
tioned motto, one may be faced with personal pre- 
judices, objections and oppositions Hence the 
structure, aims functions, the detailed method of 
operation and technique must be devised carefully 
for the group (undertaking teamwork) after con- 
sidering the members forming it. Although ^ in 
certain cases a closed (compulsory) combinatioj^ 
may be allowed, free combination is preferable • 
technical language there may be voluntary 
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Open membership with the freedom of expression 
But to avoid the possible resultant chaos and con- 
flict there must be certain mathematical correttives 
(eg acceptance of the voice of the majority) 
and also a philosophy of life The latter ought to 
lay stress not on the material income but on the 
uses made of it In general, it seems desirable to 
have individual development of the units but there 
must be permanent federations and unions and 
periodical conferences 

A CO operative group invariably makes a start 
in the economic field It combines freedom of per 
sonal action with the use of capital m a carefully 
controlled and highly constructive and fruitful way 
The higher the development of the co operative 
the higher is the place accorded in its programme 
to cultural and ideal values than to money and 
material values Making a start as a small business 
society, It can expand and take over in due course 
such cultural and political functions as education, 
travel, health and courts so much so that a sepa- 
rate State shall not be required A mayor of a 
Swiss city who was also the head of co operatives 

realised It when he said After performing my 

duties as head of co operativS~T~have nothing to 
do as a mayor In other words a co operative 
society can grow into a co-operative state or that 
even the State can be run on co-operative lines 

^Funda men tally then a co-operative society is 
an economic undertaking wherein the members 
have"^ direct common interest Their immediate 
endTs to promote theif^omestic economy'or the 
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by the profit motive nor the money-making motive 
The membership is voluntary ana free and all have 
a free and equal voice in the control 
DEFINITION 

To put it in the form of a definition enumerat- 
ing the important characteristics it may be said 
that a co-operative society is a union of individuals 
— who generally join voluntarily established on 
the basis of democracy freedom and universality 
for the purpose of joint performance of economic 
acts of common interest to improve the material 
and moral position of its members using the force 
of honest cash-and-carry service and mutual help 
which may be backed by Government support — 
the net surplus being applied partly for general 
good and efficiency and partly shared m proportion 
to the business done by each member with the 
society and not in proportion to the paid up capital 
which IS allowed only a moderate rate of interest 

Strictly speaking it is not a definition because 
It IS not self-explanatory A major portion requires 
explanation 

MEMBERSHIP 

However it may be first noted that the mem 
bership is voluntary and open to all having a 
“common interest Nobody is compelled to be- 
come and to continue to be the member of a co- 
operative society* because compulsion does not, in 
general carry sincerity of interest Full loyalty, 
interest and co operation can come only from self- 
realisation of the need "for CO operative membership 



COOPERATION—A DEFINITION 


5 


Compulsory membership may be allowed sometimes 
for a minority of persons if they come from the 
same group as other members if it is to be in their 
interest and if their non inclusion shall undermine 
the success of the society 

An example may be a co operative society 
marketing the produce of the agriculturists If 
some of the agriculturists of the area of operation 
of the society do not join it it is possible that for 
some time the established private interests may pay 
substantially higher prices to them And under 
certain low economic condition the agriculturists 
are apt to attach greater importance to higher prices 
available, today and are less likely to realise that 
tins IS a temporary move to wreck the society and 
check them from reaping the benefits of co opera- 
te e activity Hence the members are likely to 
break away To nip the possibility of such trouble 
in the bud it may be made compulsory for the 
remaining agriculturists of the area to become 
members of the society ‘ 

CONTROL 

Secondly, the members join as individuals on 

1 It may be Contended by some that legally compul" 
sory membership for all in the area of operation 
of a society may also be allowed for sometime m 
order to hasten changes in deep rooted habits of 
the people — habits which ate dangerous and serious 
obstacles to progress and prosperity But such 
compulsion must be relaxed as soon as possible 
Russia perhaps had such people India perhaps 
has But such compulsion is highly dangerous and 
calls for the greatest care wisdom and educational drive 
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the basis of democracy They do not have_votpg 
rights in jjtoportion to held b}r them 

as IS the case m a joint stock company This is so 
because in a co-operative society a rich person 
cannot be allowed to enforce his voice merely be- 
cause he IS rich All h ave equal voice Each 
member has one vote What is more important 
each member must have full opportunity to voice 
his feeling and exercise his voting power This 
creates some difficulty where the members are very 
many in number and are spread over a wide area 
Since a member is called upon to vote his opinions 
on the resolutions presented at the general meet- 
ings which are usually held annually the problem 
IS that the resolutions must be presented to them 
for voting every year One solution may be that 
regional meeatigs may be held At each regional 
meeting the resolutions may be discus»e3 "and 
Z>pinions taken Then a few delegates may be 
elected to carry those opinions to the meeting of 
the delegates from all regional meetings In other 
words the annual general meeting may take the 
form of an annual meeting of the delegates The 
delegate^ meeting may elect a managing committee 
which, m turn, may appoint a Board of Directors 
under its own supervision 

The other essential of a democratic control i< 
that the decisions of the members should not be 
taken on jiroblems that involve or affect the per 
sons outside their area of operation Thus it wouM 
be un-democratic to raise prices of commodities 
sold to all with a view to increase profits (net 
surplus) 
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FREEDOM 

Thirdly, there is an air of freedom and univer- 
sality about the activities of the society The 
members ate free to act m any way they like in 
matters outside the purview of the society. But 
they are not expected to fall a victim to sectarianism 
and chqueism Their attempt should be to increase 
continually the number of persons enjoying the 
benefits of the society The service of the society 
IS to be universal not only in theory but in practice 
also 

In the short period, for easy progress member- 
ship may be restricted to persons from the same 
caste, creed, religion or occupation, so that the 
members shall have more common economic ends 
But sectional developments must be harmonised 
by having unions and federations 

Restriction to membership may also be applied 
where economic circumstances do not allow use of 
more persons e g , m a productive society But a 
new member must always be admitted to all the 
privileges enjoyed by previous members at once 

ACTIVITrES 

The activities that are to be undertaken by the 
society musThe such as shall be in the interest of 
all the members. Any activity in which all are 
not interested would not generally be undertaken 
But where a minority lacks the interest, it shall be 
preferable if the minority withdraws from the 
society. As regards new applicants, they ought not 
to to the xnenftwiship if they do not 
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have a common interest or if their real interest 
clashes with that of the society If this convention 
IS not followed there shall invariably develop in- 
difference and deliberate subversive activities 

SERVICE 

Fifthly the service offered by the society must 
be thoroughly honest Honesty is the bedrock of 
success of every economic activity The society 
must have and must give full weight and the best 
available quality as also maintain correct accounts 
Partly for honestyj partly to avoid locking up of 
finance and partly to curb the^Tbit of being a 
spendthrift the society should purchase and sell 
for cash and should not postpone the recovery of 
Its dues beyond the due dates 

EMPLOYEES 

Sixthly the activities are to be carried on joint 
ly and mutually by the members themselves It is 
not contemplated to employ non members for carry 
ing on the daily activities at least when a small 
beginning is made Working through paid non- 
member employees at once creates a conflicting 
interest tn the society It is quite likely that the 
employee may become insincere and nefficient in 
order to make money quickly It is therefore pre 
ferable to have member employees As the co- 
operative expands it may not be always practicable 
But whoever be the employees— members ot non 
members — the co operative would be taking the 
wind out of the sail of labour disputes if it 
wages and advantages which obtain in comparable 
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occupations locally or m the nearest comparable 
area Besides, to keep up cffiaency, the workers 
may be allowed a bonus out of the net annual sur- 
plus. 

It has to be realised that there is no conflict 
"between the co-operative interest aniftHe interest 
of the workers The co-operatives have no profits 
in the popular sense— in strict economic sense, no 
windfall profits accruing to them. Whatever net 
surplus does accrue is m genera! distributed among 
those who brought it in There is therefore little 
urge to exploit the workers However, if in spite 
of the wage policy already mentioned, labour con- 
flicts arise, the remedy shall he m patient and 
impartial deal by the management, and increase of 
educ ation amon g the workers. 

CO-OPERATION AND THE STATE 

Seventhly, the method of operations of the 
society gives the indication that State support is 
not required In fact, the way in which the States 
of the world have acted during the past hundred 
years leads one to conclude that it would be danger- 
ous if the co-operative movement is placed under 
the guardianship of the State or if it accepts and 
works the policy laid down by the State. 

It does not necessaAly follow that the State 
should not help, nor that the State support would 
be invariably not accepted. In fact, one can argue 
that the State must help The State helps the 
private economic enterprise in many ways For 
justice andfairplay, thcco-opetatives muster strength 
to fight the exploiting clement of the private enter- 
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prise If the State is convinced of the aims and 
methods of Co ooeiation, it must lend its support 
— rather greater supporp— tothe co-operative move- 
ment of the country The State can legislate con- 
structively It ran give fiscal and financial aid It 
can place the services of Its experts at the disposal 
of the co-operative movement It can provide 
publicity and gu dance and can suggest future pro- 
grammes But It ought not to dictate or fully 
officialise the movement 

THE NET SURPLUS 

Lastly, attention must be paid the problem of 
using whatever is left in the society at the end of 
the year after meeting all necessary expenses rele- 
vant to the business (including depreciation and 
reserve) Ordinarily in a joint stock company the 
surplus goes to the shareholders in proportion to 
the capital provided bv them It is not so under 
the co-operative philosophy Here we return to 
each member what accrued to the society on account 
of his dealings with the co-operative Hence the 
surplus canrtot'^be distributed among the members 
in proportion to the share capital provided by them 
This does not mean that capital is not to get a fair 
return a moderate rate of interest is allowed on 
capital out of the net sm^lus A portion of the 
balance must be utilised for some general beneficial 
activity • to give some examples, mention may be 
"made of general education, reading room. library, 
games, recreation, medical facilities and sanitary 
arrangements A portion may also be used for 
granting a bonus to the employees and workers of 
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the society in order to encourage them to take 
greater interest in the society The rest of the net 
surplus may be distributed among the members m 
proportion to their individual transaction with the 
Society Sometiines the non-member customers may 
also be granted a share provided this shall help 
expansion of the movement It is not necessary 
that a person’s share in the net surplus may be paid 
in cash It may be retained in the form of deposits 
or issued in the form of paid up shares of the society 
ECONOMIC WEAKNESS 
There are cenain features which are also some- 
times mentioned in definitions and explanations of 
Co-operation co-operative is said to be an as- 
sociation of the ' weak ’ or 'economically weak' 
"Because a co-operative is an economic enterprise it 
IS incorrect to say only ‘weak’ ‘economically weak’ 
IS a more apt phrase But the phrase should not 
lead us to conclude that a co-operative cannot be 
formed by the rich It is no doubt generally un- 
likely chat those who commandeer a large purchas- 
ing power shall join co-operatively to save some 
purchasing power But it is not altogether impossi- 
ble H not the need for economy, the need for 
improving quality of service may induce the rich to 
join hands in a co-operative society. And it would 
be still correct to say that they did so because they 
were economically weak* that they failed to get 
the desired stuff for the price they paid But their 
organisation may not have the other essentials of a 
co-operative society They may not have the system 
of ‘one man, one vote’’ or the surplus may not be 
distributed in proportion to the transaction done by 
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each with the society In fact, even non-co-opera- 
tive combinations are due to the members being 
economically weak m some sense 

COLLECTIVE RESPONSIBILITY 

A co-operative IS also at times said to have col- 
lectu'e responsibility for the members and collect- 
ively owned funds The former is misleading It 
does not make It clear whether each member is res- 
ponsible for the liabilities of the society to the same 
extent or to different extents It is possible that 
each member may be liable up to, sav, one hundred 
rupees • or up to the value of shares subscribed or 
up to a multiple of the value of the shares subscrib- 
ed or up to an unlimited extent If the phrase is 
to indicate that the profits and losses are ultimately 
borne by the members, that is in general true of non- 
co-operative associationsalso 

COLLECTIVE OWNERSHIP 

But collective ownership of funds has an impor- 
tant significance, in case of liquidation the general 
funds of the society cannot be distributed among the 
members On liquidation, the reserve fund is in 
general considered to be available for paying off the 
creditors of an association But in a co-operative 
society the indivisible reserve fund is not available 
even to the creditors * it can only be used for charit- 
able purposes or for help to establish a new co-oper- 
ative society The ordinary reserve fund can 
be used to meet the liabilities of the society. This 
IS so even where there is only one reserve fund The 
fact remains that in no case the collective funds are 
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available ior distribution among the members. 

In. view of the special significance of the reserve 
fund, It may be laid down by a State legislation that 
a certain percentage of the surplus (which is wrongly 
called profit) must be appropriated to reserve 
CLASSIFICATION OF CO-OPERATIVE 
SOCIETIES 

A proper classification of the cooperative 
societies is essential for three reasons. Firstly, it 
facilitates the study of the principles that should 
.govern the working of the different kinds of socie- 
ties. Secondly, it enables an easy study of the 
progress made by the different types of co- petative 
activity in different regions through independent 
and comparative study. Thirdly, it can help the 
propagation of certain theories or notions 

Each of the reasons given above would lead to 
a different classification To take up the last, if 
importance is to be laid on consumers the socie- 
ties may be divided into consumer cooperatives, 
housing societies, occupational” soaeties, agricul- 
turaPsocieties etc “If industrialisation is to be 
emphasized, it may be preferable to classify the 
the societies first into agricultural and 
non-agncultural cooperatives. If the classification 
IS to serve the purpose of indicating the historical 
development of the cooperative societies, that too 
IS possible. 

But for an impartial and factual study, the 
above methods of classification may not be apt 
For this, every society to he em mted and classi- 
fied m such a manner as would permit mter-regional 
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comparisons So far as the groups are concerned, 
they may be more in the case of smaller regions, 
but for consolidated data for a whole region or 
country we need certain broad principal classes 
properly defined, and certain agreed conventions for 
classifying hybnd cooperativ'cs 

The regional classes should contain only the 
cooperatives and not the non-cooperatives as well, 
as IS done in Czechoslovakia and Lithuania there 
credit societies are included under ‘banking and 
credit’ and other cooperatives under ‘commerce’ 
Also in order to make the classification compre- 
hensive and all embracing, and to avoid double 
counting, It IS not preferable to allow different 
departments to issue statistics of cooperatives engag- 
ed m activities with which they are concerned If 
different departments issue statistics it would call 
for coordination The work could be handed to a 
general statistical staff which may also do the work 
of primary classification But still the danger shall 
be that of double counting- It would therefore be 
safe to have a separate department tot the co- 
operative societies Two other precautions may be 
noted— the need for a special legislation for the 
cooperatives and the need for registration formality 
in the law Neglect of these results in insufficient 
collection of information and absence of uniformity 
of returns These have made it difficult for the 
cooperative service of the International Labour 
Organisation to compile international statistics 
Because of comprehensive statistics from some 
sources and of more detailed statistics regarding 
the member cooperatives from central cooperative 
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organisations (which statistics would not agree with 
the official statistics) and because of the drawbacks 
already noted thel L O has formed only a small 
number of wide and incomplete though sufficiently 
homogenous groups The dcairable end is as already 
stated above 

It may bov.evcr be noted that in order that 
the official statistics may be completed and corrected 
by comparison with those provided by cooperative 
organisations it should be borne in mind as to what 
types of cooperative usually federate Thus if a 
federation divides consumers societies into a number 
of subheads and if m the official statistics Consu 
mets Societies form one of the principal beadSf 
then the total of the federation figure must equal 
the official figure and if it docs not the neces<ary 
correction can be made 

INTERNATIONAL STATISTICS 
In regard to international statistics four possi 
ble classifications may be examined Dr Fay class: 
fies the cooperatives as given below — ^ ^ 
Cooperative Banks 
(u) Agricultural Societies 
(ill) Workers Cooperative Societies and 
(iv) Cooperative Stores 

Dr Facquet suggests the following classes — 

(1) Consumers cooperative societies ^ 

(2) Housing societies 

(3) Occupational cooperatives excluding agri- 
cultural societies but including urban 
credit societies 
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(4) Agricultural soaeties including the credit 
societies and 

(0) Various 

The mternational Institute of Agriculture 
Home, has adopted the following classes — 

(1) Credit 

(2) Production 

(31 Production and Sale 

(4) Purchase 

(5) Sale 

The fourth classification is as follows - 

A Credit Societies 

B Consumers Societies. 

C Producers Societies, 

D Insurance Societies. 

£, Housing Societies and 

F Others 

The classification given by Dr Fay does not 
include the housing societies and the insurance 
societies but from the point of view of co-operative 
•development in the world it is essential to study the 
progress of these institutions separately. 

In the second classification greater emphasis 
seems to be placed on consumers It does not have 
a separate group for credit societies In view of the 
special importance of finance, it seems incorrect to 
include the credit co-operatives and producers’ (or 
•workers’) societies in one 

The third system has no place for housing Also 
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It consider^ insurance societies as something which 
can be taken as ancillary to one of the five forms. 
While purchase societies include both supply societ- 
ies and consumers’ stores the class ‘production’ may 
he merged in ‘production and sale’. And the ‘Sale’ 
group may also be included therein since ‘sale of 
members’ produce IS also a function of producers, 
the three groups could be together named ‘ Pro- 
ducers’ Societies”* So the third system, as it is, 
IS not suitable. 

The fourth classification does not distinguish 
between the urban and the rural societies. But 
the rural societies do not have to follow principles 
■very much different from those that guide the 
•urban co-operatives. Whatever difference there 
exists can be noted while studying the different 
forms of societies. Also it seems unjust to have 
one class for agricultural societies and fopj pr five 
for fhe non agrlculturah— which is more or less the 
s&me as urban— societies If a distinction is made 
between the urban and rural problems, let there 
be as many classes for agncultural societies as for 
urban societies If this is not agreed to, it will 
suffice to have a sub-head for urban credit societies’ 
under “Credit Soaetie/ and for Agricultural 
producers’ Societies’ under ‘ Producers’ Societies 
NATIONAL STATISTICS 
The national statistics may be more detailed 
In India we must distinguish between rural and 
urban co-operatives The classification followed by 
the Reserve Bank of India is as given below — 

A Agricultural societies — ^ 

1. Credit Soaeties 
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2,1 Purchase, and purchase and sale societies. 

3. ‘ Production Societies. *• r ^ 

4. q Production ^and Sale Societies. 

5. Others. 

!B ' Land Mortgage Banks 

C Non-agricultural Societies — 

i. Credit Societies. 

2 Purchase, and purchase and sale societies 

3 Production Societies 

4 Production and Sale Societies 

5 Others 

D Insurance Societies— 

1. Ordinary 

2 Cattle. 

This IS a fairly detailed grouping, but it must 
be modified in view of the growing importance 
of the housing, marketing and multi-purpose socie- 
ties The five classes junder ‘A’ and 'C' may be 
remodelled as follows — * 

1 Credit Societies 

2 Consumers’ Societies , 

3 Production Societies 

4 Marketing Societies 

It may be argued by some that it is aho important 
that annual figures about weavers’ societies, co-operative 
dairies, and better living societies should be made available 
These no doubt have and shall have great importance for 
some years to come The provincial reports about the 
co-operative movement roust provide details about these 
But I thmfc that the work of coordination may better be 
undertaken by the All India Cooperative Institutes' Associa 
tion and the results published in the Indian Co operative 
Review, ' " ' 
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5 Housing Societies 

6 Others^ ‘ 

Under eacfi of tlieSe classes, the number of 
societies which are multi-purpose in nature may be 
indicated within brackets This shall not 6nly 
focus our attention on 'Ihe necSs^ary aspects '’of 
CO operation but facilitate compilation of interna- 
tional statistics 

At present the statistical statement relating to 
the co-operative movement in India shows the num- 
ber of societies with limited and unlimited liability 
separately under each class But unlimited habilit\ 
has significance, if any, only in the case of credit so- 
cieties It i« therefore unnecessary to cbntmne tp 
maintain the distinction in classes other than credit 
Besides the defective classification the defini- 
tion of the sub-groups is also not exact and uni- 
form with the^result that while m one case a societ% 
shall be classified as production society in another 
case a similar society may be classified as ‘produc- 
tion and sale society Again ‘Purchase Sale’ Socie- 
ties include co-op arative rice mills which should 
really be placed under production' The All-India 
Statistics has the group ‘ Purchase and Purchase 
and Sale It is no longer desirable to have it It 
can become merely ‘Purchase Of course it shall 
not suit our purpose because it will j include, as it 
does even now, fuch societies as jconsumers store 
seed store and other agricultural- supply societies 
The last two may also be classified as production, 
societies In an appendix to this chap*-er are given 
the definitions which may be supposed to apply tc 
the^groups in jthev cooperative statistics ^ published. 
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by the Reserve Bank of India A perusal would 
make the ambiguities clear It is hightime that 
the defect be removed 

f Thirdly, the classification followed by the 
Reserve Bank of India is not adhered to by all th** 
provinces Thus the Bombay Government has the 
following five groups * — 

1 Resource society which is formed with the 
object of obtaining for Its members credit goods or 
services required by them 

2 Producers’ society whose object is to prO' 
duce and dispose off goods as the collective pro- 
perty of Its members or to dispose collectively the 
labour of the members 

3 Consumers’ society which undertakes pur- 
chase and sale of goodsand performance of service 
to members and others the resulting profit being 
distributed among the members and customers 
according to the rules of the society 

4 Housing society m which the object is to 
provide the members with dwelling houses on 
conditions to be determined by its bye-laws 

5 . General society including all societies no^ 
falling under any of the above classes 

This classification is evidently based on that 
given by iDr Mash of France who recommended 
three classes viz , Resource. Production and Con- 
sumers' Though the Bombay groups ^are more in 
keeping witb the requirements of "^international 
statistics, It also suffers from the possibility of 
wrong classification. A soaety dealing with the 
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sale of a commodity may be counted under Resource 
or Producers’ soaety, and a ^society providing cer- 
tain service to its members may be termed a 
Resource or Consumers* society' This » apart, uni- 
formity demands the sanic‘'classification all over the 
country— Indian statesj^included-, Of course the 
statistics may be given in more detailed form in 
different respects by the different provinces m view 
of the important provincial problems 

Incidentally, another possible minor defect of 
classification may be mentioned In the Reserve 
Bank Statistics about co-operation the consolidat- 
ion of holding societies are included in the Pro- 
duction Group By definition it is so even m U P 
as will be evident from Appendix two to this 
chapter But when one refers to the statistics given 
in the reports of the U P Co operative Department 
of say, 1940— 41, or to the Reserve Bank statistics, 
they are not shown at all under Production 

The question of classification of the co-operative 
societies in India has been under consideration of 
the Reserve Bank of India for many years Its 
proposals were submitted to the Registrars’ Con- 
ference (Bombay) 1944 and have been referred to 
a sub-committee They have not been made avail- 
able to the public as yet It is hoped that the pro- 
blem shall not be left untackled for long 

In the end it may also be added that it is not 
sufficient to follow the classification only in respect 
of the number of societies belonging to the different 
classes It should be applied also to the statistics re- 
garding th6 membership, business, profit etc 
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LIST OF THE VARIOUS CLASSES OF SOCIETIES 
MENTIONED IN THE STATISTICAL STATE- 
MENTS, WITH THEIR MAIN FUNCTIONS 
‘ NOTED AGAINST EACH* 

General Statement ' A ’ 

{Proinhcial and Central Banks') 

1 PROVINCIAL BANK 

It IS an apex bank of the co-operative movement 
of a province Its primary object is to finance and 
facilitate the working of central co-operative banks 
and other co-operative societies affiliated to it 
(Rules under the Bengal C S Act 1942) 

2 CENTRAL BANK 

A central co-operative society, the principal ob- 
ject of which is CO finance other registered societies 
which are its members (Rules under the Co-oper- 
ative Societies Act, UP) 

General Statements * B ’ & * C ' 
(^Agricultural and Non- Agricultural Societies) 

1 AGRICULTURAL SOCIETY 

An agricultural co operative society is one of 
which the majority of the members are agricultur- 
ists (Report of the Sub-Committee) 

2/ NON-AGRICULTURAL SOCIETY 

A non-agricultural co-operative society is one of 
which the majority of the members are non-agricul- 

tunsts 

‘Supplied by the Reserve Bank of India 
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CLASS OF SOCIETIES UNDER' 1 ^ 2'"aBOVe 

ia) CREDIT'^O'dkfy. [ ' 

A registered co-oparative society the main object 
of which is the provision of credit to its 'members in 
cash, in kind or in both. 

ibyPURCHASE AND SALE. ' 

A co-operative society of which the chief object 
is to purchase for and supply the members any or all 
of their requirements. (Report of the Sub-Com- 
mittec). 

(c) PRODUCTION AND SALE. 

A co-operative societv the main object of which 
is the joint sale of any commodities of members 
whether such commodity is produced or processed 
for sale by the society itself or individually by the 
members. (Report of the sub-committec). 

id) PRODUCTION. 

A society the main object of which is to help 
production, (Report of the Sub-Conimittee) 

(e) OTHER FORMS OF CO-OPERAtiVE SOC/F- 
TlES. 

In this are included innumerable types of societ- 
ies, such as Better Living, Village^Development, 
Public Health, Sanitation. Medical Relief, Thrift 
and Savings, Crop Failure and Relief and Housing. 
The functions of a few arc given belov? : — 
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THRIFT AND SAVINGS 

Axo operative society the mam object of which 
IS to improve the Jiving of the members by reforming 
had customs prevalent among them, providing edu^ 
cattonal facilities to their children, and improving 
village sanitation etc 

CROP FAILURE AND RELIEF 

A co-operative society formed to take measures 
for the improvement of health of its members and 
their dependants to arrange for medical aid and 
advice to adopt measures for better sanitation to 
teke steps ior prevention of epidemics and to diffuse 
information on matters relating to hygiene and 
health 

SAVINGS AND THRIFT 

A CO operative society formed to encourage the 
habit of thrift &mong members hy gnen them facilt 
ties to save money 
CROP FAILURE AND RELIEF 

A CO operative society the objects of which are 
to promote the economic interests of its members 
and more particularly to afford relief to members at 
times of crop failure by encouraging regular savings 
in kind in normal and good harvests 

HOUSING 

Housing society means a society formed with 
the object of providing its members with dwelling 
houses on conditions to be determined by its by 
laws (Bombay Co operative Societies Act 1925) 
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/ General 'Slalcmcnt B — I 

{Land Mtyrtgage Banks) 

LAND MORTGAGE BANK 

A co-operative society formed for granting long- 
term loans on the mortgaqe of landed property for 
the liquidation of prior debts by agncultunsts, or for 
the improvement ot better cultivation of agricul- 
tural land, or for the purchase of land to round off 
holdings or formed primarily for the purpose of 
financing such a society 

General Statement ‘ D ’ 

(Unions) 

UNION 

As the statement stands. It refers to supervising 
union The main object of such a union is to con- 
trol and supervise other registered societies which 
are its members (Rules framed under the Madras 
Co-operative Societies Act, 1932) 

General Statement * E ' 

(Insurance Societies) 

CO-OPERATIVE INSURANCE SOCIETY 

Co-operative Insurance Society means a register- 
ed society the main object of which is to carry on 
the business of ‘insurance” in all its branches. 
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' ' APPENDIX II ‘ » 

Classification' of Cooperative Societies in U F* 

The societies are principally classed into two : — 

(a) Agricultural societies —ate those in which 
majority of the members arc agriculturists, i e. 
persons whose main occupation is the cultivation of 
land or the rearing and management of live stock' or 
of which the object is mainly agricultural 

(b) Non-agricultural societies are those socie- 
ties which are not agricultural. 

The above two are subdivided into • — 

(i) Central society means a society of which at 
least one member is another society 

(ii) Primary society means a society no member 
of which IS another society. 

For the statistical statements the societies are 
further sub-divided into six different classes accord- 
ing to their mam object. 

The SIX classes are : — 

(i) Credit These include societies which 
lend for grain, for seed or maintenance, as well as 
those which lend cash. 

(ii) Purchase and sale These are societies 
intended to facilitate the purchase of requisites 
for members 

(ill) Production. These are societies which 
have for their chief object an act of production 
without proposing to themselves sales as a direct 
object 

(iv) Production and sale This class includes 
♦Supplied by the U P Co-operative Department Lucknow. 
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societies in which these two functions are united 
or in which one or the other predominates without 
atbeing possible to make a clear distinction between 
them. 7t 'covers all societies whose main object is 
the joint sale of any commodity whether such 
commodity is produced or worked up or prepared 
for sale by the society itslf or by the members 
individually. 

(v) Insurance These include societies which 
carry on the business ot insurance. 

(vi) Other forms. They constitute of all 
other societies which do not tall in the above 5 
classes 

The sub-joined table will show the classification 
of various types of societies as in U. P. 
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CHAPTER ir 

CONSUMERS’ CO-OPERATIVES 

The two great defects we suffer from today are 
(\) inadequate purchasing power and (2) our m- 
abihcy due to ignorance and little bargaining 
power, to use the income with greater economy 
One solution of the first shall be to eliminate the 
class which controls production and one way 
of effecting this may be to organise co-operative- 
production societies With these we are not con- 
cerned at present The solution to the second 
difficulty will be~in the words of Robert Owen — 
to become your merchants and your own manu- 
facturers to be able to supply yourself with goods 
of the best quality and at the lowest price In 
other words the consumers should unite together,, 
make wholesale purchases and then distribute them- 
among themselves 

In our ordinary life we sometimes come across 
examples of it When one of us goes to purchase 
some commodity, others acquaint one with their de- 
mand and ask him to make a collective purchase. 
This brings us some benefit in the form of say 
more commission, cheaper price and lower trans- 
port charges No payment is made for the service 
rendered except the mute understanding that when 
some one else goes to the market he too offers to 
make a collective purchase 
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If we want to extend the benefit of such collec- 
tive purchases to others, we must organise what are 
"called consumers’ co-operatives A consumers’ co- 
operative IS a society organised by'pefsons as con- 
sumers with a view int‘»r aha to reduce the jnjddle- 
mans profit in the retail price A consumer' 
co-operative may take many forms according to the 
nature of the service rendered As an^nsurance 
society it may provide insurance"lacihty As a 
housing society it may make lodging^ arrangements. 
As a store it may sell various goods’and commodi- 
ties Of these three, the last is the most important. 
Two distinct names used for this form are^con*- 
sumers store’ and ‘co-operative store ' 

FUNDAMENTALS AND ESSENTIALS 

The fundamentals of a co-operative store are as 
follows 

1 /Contribution by each member of at least a 
fixed amount as share capital 

2 Determination of each member to buy their 
requirements of commodities which are pold by the 
store from the store and store alone 

3 A policy of cash payment both in regard to 
purchases and sales 

4“' Sale^ are to be made at current market 
prices j 

y 5 Supjply of purest provision possible giving 
full weight and nfeasure 

Payment of a fixed rate of return on capital, 
no matter whether it is raised through sha'^es or. 
loans ? t 
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7 '^All division of profits among the members 
-to bem i^roportion to the purchases made by them 

8 ^ Open membership v 

9 One man, one vote. 

The other essentials for the progress of the 
store are as follows , — 

1.'' Division of a portion of the profit among the 
employees. 

2 Devotion of a portion of the profit to pro- 
mote the efficiency of the members 

3 Leaving of their share of the profits by the 
members with the society in <?rder to increase the 
capital 

4, Adoption of the principle of limited liability 

5 Good tnanagetnetit. 

6 Immunity from political and rehgiou® bias 

7 Formation of federations after a certain 

stage of development ^ 

Some of the points mentioned above call for 
detailed examination 

Share — The value of a share need not be 
and for two reasons. Firstly the store is to jeal in 
cash* transactions with the resultant rap’ renewal 
of capital Secondly, if the value u* high, it 
would be easier for the poor to her ^ member 
There may. however, be an upper the share 

capital that may be subscribed ’^y ^ member, partly 
to avoid any possible attemot gj domination by the 
member and partly to esc? pg ^jjg dangers of a sud- 
den withdrawal of a large portion of capital The 
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RSchdale pioneers 

the store need jhe upper limit at 

The English Law ‘“chase only one 

f °° ?„1nSa V m £ c"liave more than 
?ne-Ui oUht share capital or rupees one thousand 

an V suer 


one-fitth ot tne snaie wpa-- 

hm^l 

Bombay and Rs 10,000 for the 

for the ordinary dangers of sudden with- 

housing socmties Th^ avoided by empowering the 
drawal of capita There are societies which 

store “<i=l”"PJ^“To:iy when the member dies 
repay j the town or distnct of residence 

As’^tegSd^ the difficulty of surplus funds, *e stores 
W now learnt to invest it to erect houses for 
t„=mbers S engage in production and to pur- 
hlse Sd opS te"cr?aaon grounds libraries etc 
Except in the case of a store which has just begun 

on a modest scale it would be undesirable to have 
surplus capital. 


Betenmnation to purchase— One of the most 
difficult requisite of the success of a store is the 
determination to purchase all the requirements frorn 
?he store So meagre are the resources of he 
people that they ate prepared to sacrif.ee Tualiw 
for quantity • that they would rather run a mile to 
get the benefit of a five or ten per cent reduction 
m the price They even show a tendency to go 
over to the local established private competitor 
even for a reduction of two or three pet cent in 
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price It IS frequently possible for the established 
trader to make such offers Even if the store de- 
cides to sell commodities at market rates, such 
occasions are not infrequent when the price 
proves to be slightly higher or the quality, slightly 
inferior At such times unless there is firm de- 
termination to purchase from the store and the 
store alone the temptation to become disloyal may 
be too great to be overcome Although the ‘deter- 
mination condition does not appear m the model 
bye-laws, it is essential that this should be taken as 
one of the fundamental conditions of a co-operative 
itore" 

Payment — If the store allows credit sales it is 
very likely to find itself unable to realise some of 
the outstanding balances Due to this locking up 
of capital and the uncertainty of realisation it may 
feel itself compelled to raise prices which is undesir- 
able. Again, cash sales are necessary to inculcate 
the habit of thrift and distinguishes the store from 
the retail traders who generally sell on credit to 
attract and enslave customers If credit is at all 
allowed, the members should be asked to make an 
advanced deposit and then continue to purcha«e 
without a ready pajmenttill the end of the month 
or till the advance is nearly used up In the begm- 

*In the European countnes one fjnds the imposition 
of an obligation upon membeis — subject to a fine in default 
— to conduct all or a given percentage of their custom 
through the society for a number of years The model 
bye-laws of British stores also provide for the general 
meeting to fix a minimum amount of purchase by each 
member from the store If he fails to do, his share money 
shall be returned and his membership cancelled 
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mng credit sales may be allowed to certain poor 
wage earners who have to wait till the pay-day to 
pay for their past food 

The policy of ready payment should also be 
followed in regard to the purchases It shall help 
to establish the goodwill of the store with the 
wholesalers It shall enable the store to get lower 
rates for its purchases It shall also leave the store 
free to purchase anywhere 

Price — There arc three possibilities in regard 
to the sale price. It may be as near the cost price 
as possible It may be higher than the maiket 
price Or it may be equal to the market price The 
first two entail the necessity to determine the sale 
price This is well nigh impossible in the first case. 
Sale at cost price may be advisable, say, to enable 
the very poor also to buy their ‘bread' Tw o argu- 
ments mav be advanced against this. Firstlv, there 
IS very little margin of profit m the case of such- 
commodities, so that even if the cost price could be 
determined, the purchasers would not benefit 
appreciably Secondly, sale at cost will preclude the 
society from selling to the non-member because it 
will be absurd to confer on them the same benefit 
as on the members • and it shall not be possible to 
maintain two puces, one for the members and 
another for the non-members It is also possible that 
in such cases members may be tempted to buy them- 
selves for their friends and, who knows, even to 
-makPva.lVAl^^tfvfV'Jis .a ^ntdrllninan ikile Af rjist 
shall also no doubt reduce the profits and thus pre- 
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elude the society from attaining other objects such 
as collective saving, education, insurance, etc. 

As regards sales at higher than the market rates. 
It can be possible only when the members have a 
‘robust enthusiasm’ for co-opecation It can no 
doubt enable the members to save more compulsorily 
and get a greater dividend at the end of the session 
Ordinarily it should be deprecated, firstly, to avoid 
being run down by the local traders and, secondly, 
to extend co-operation to the poor. 

Sale at market price is therefore advisable from 
the point of view of the ease with which prices 
shall be determined to avoid to some extent the 
competition from the local traders, to accumulate 
profits and to serve the non-members as welh 

As the store charges the market price, it can 
be concluded that the price is not fixed for all 
time Where, however, goods are supplied by co- 
"opcrative production units, eg , in England, fixed 
prices are advocated by a section in order that the 
co-operative stores may advertise the goods and 
their prices too The policy is questioned and 
opposed on the ground that different stores have 
different working expenses and some like to main- 
tain a certain rate of dividend But this question 
IS not likely to arise m India for some years to 
come 

* §The Co-Operative Planning Committee also favours 
this policy Dr. Kailash Nath Katpj. however, seemed to 
argue against it in the pages of the U P Co-operative 
Journal (Jan . 1947. P IR4) 
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Prices in the co-operative store may yet be 
iixed in two senses One, certain private pro- 
ducers fix the retail prices of their commodities ejg. 
Bata shoes The store should maintain these 
prices. They ate really the market prices Two, 
prices are fixed in as much as they arc generally the 
same both for members and non-members, and can- 
not be reduced by any amount of higgling 
STORES AND NON-MEMBERS 

It IS preferable to extend the service of the 
store to the non-members including the employees 
of the store for two reasons. Firstly, no business 
firm could deliberately lose the ‘custom’ that 
comes to it . Secondly, if non-members are thus in 
contact with the store they may realise the benefits 
of co-opcrative membership in the form of better 
service and accumulated saving (dividend) returned 
at the end of the year, and become members of the 
store in due cour«!e 

But It is sometimes argued that the moment a 
consumers’ co-operative were permitted to trade 
with non-members, the inducement to make profit 
out of trading with the latter would become almost 
unconquerable and the members would, falling a 
victim to ordinary human nature, like to sell at high 
prices, so chat in the end by way of dividends they 
may ultimately get the goods cheap for themselves 
This argument seems to make two assumptions. 
Firstly, that even though a co-operative store 
begins to charge a higher price, the non-members 
ttr tihr cinnptalitnx* iecurralV, 
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that members ould themselves continue to buy 
from the store at the high prices. None of these 
are true, at least not in a country like India 

Should trading with the non-members bfe in a 
negligible measure ’ If the members of the co- 
operative are sincere and buy most of their require- 
ments from the store and if non-member-purchasers 
are regularly becoming members, in the long period 
the percentage of sales to non-members should in 
general be small Certainly it need not be negligible. 
If the service by the co-operative is better than that 
by others, more and more non-members should 
come to It The percentage of sales to non-mem- 
bers IS likely to be substantial in the case of students 
co-operative stores If we once concede the point 
that non-members may be served in the same way 
as the members the extent to which trading with 
non-members should be allowed does not arise 
One may. however, justifiably demand that the 
net surplus on account of non-members ought not 
to be distributed among the members This is a 
question pertaining to distribution of profits and 
not to prices It may however be mentioned that 
the co-operatives believe xn giving back to the non- 
members what comes to them, and that in the form 
of bonus of paid-up shares ^ If the co-operative 

§SaIe to non-members IS a practice even m England, 

* America and Russia In England vncc 1B65 the non-share- 
holders have been even given half the rate of dividend 
granted to the members In Ame-ica this policy is evident 
from n hat Ellts Cou ling wrote in Co-ope“atne in America — , 
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department finds scruplus, stores organisers doing 
little to bring the non-member customers within 
the co-operative fold, it ma> take action against them 
Of course, m general, a co-operative store must not 
be allowed to run on “non-members” This would 
be easy to verify Tnc store may be made to issue 
a receipt for every sale bearing the purchaser’s 
name and indicating whether he is a member or 
nor The cash memo totals would indicate what 
portion IS sold to non-members. The verification 
would be easier if the co-operative is asked to in- 
dicate in a register the total daily sales lo members 
and non-members separately Any foul tricks by 

workers, e g > deliberately giving the name of 
some member on most of the cash memos, too, 
Vrould not be difficult to check 

Service -^Every bu<;inessman is honest, at least 
till some time after starting the business It helps 
to establish his good will So he is even prepared 
to incur some loss for giving the customers an 
“entirely-to-your satisfaction service A service 
that entails definite loss cannot be recommended 
in the case of a co-operative store But quality and 
quantity ought not to be sacrificed Private traders 
are apt not to mind these after they have been 
somewhat firmly established But a store must 
never forget to supply good quality and full weight 
If commodities are supplied in inferior qualities or 

Non-membets may buy their way into membership 
They may do it by purchasing a share of stock, or by simply 
giving their trade to the orgamsipions Non-members often 
receiv e their portion of the patrons refund in terms of 
credit towards tU'=*it initial shares i) 



40 COOPERATIVE SOCIETIES IN INDIA 

less thaa the weight paid*for, it is not long before 
the goodwill IS lost. 

Profit — The profit received by the members is 
indicated by various names such as bonus, refund, 
repayment, dividend and sometimes merely ‘divi' 
It IS generally a fixed percentage on the gross sale 
to every member. It may be argued that as in a 
way co-operation stands for returning to the mem- 
bers what has been charged above the net cost, the 
payment of a fixed percentage means payment of 
less than what has been charged m the case of com- 
modities which bring a greater rate of profit But 
commodities which bring greater rate of profit are 
generally purchased by the relatively well-to-do 
Therefore the system only results in a slightly 
greater benefit to the poor this is socially desirable 
But m practice such inequality of advantage is not 
likely to exist because the members are generally 
persons of the same status so that their tastes and 
demands are unlikely to differ widely. 

It must be mentioned that as the (share) 
capital ought to earn a fair interest, a dividend is 
paid on all shares also and this is betore the bonus 
on purchase is declared Of course the dividend on 
capital IS just a limited (moderate) rate of interest 

The form in which the ‘dm’ may be paid also 
deserves consideration Where the members are 
apt to use it for a little ‘spree’ it may be advisable 
to pay the dividend in the form of dockets which 
may be exchanged for goods at the store. The 
system should not be used in general, because this 
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TDcans that the dividend can be neither saved, nor 
used for some otW purpose. It shall be better if 
roembers, viho have little saving m their private 
accounts, are persuaded to let their dividends re- 
main in the store. This will not onlv lead to an 
accumulation of savings for the members but add 
Its mite to the owned capital of the stotc Where 
members realise the need to raise their standard of 
living, they looh to the dividend in order to meet 
some extraordinary expense e g., getting a new set 
of clothes, purchasing furniture or some other 
article which they cannot purchase out of their 
monthly income. 

The gxten t of profit d epen ds on good manage- 
ment.J byalty oFthe merobers the size of the firm, 
"the pnces_chacged etc. feut an attempt can be 
made "by some to increase the profit by lowering 
the wages below the general (or trade union) level, 
reducing the allocation to the reserve fund and the 
depreciation fund, and by cutting down the con- 
tribution for works of general utility. No such 
attempt ought to be made as it can at best lead to a 
short-lived greater economy and saving at the cost 
of the progress of the store. 

Lastly, t wo p oints_jiiay— be-,particularlv noted 
in regard to the dist ributio n of t he profits o f the 
store Mention has been made above of works of 
general utility A co-operative shall not be very 
much unlike a capitalist soaety if it divides the 
profits (after allocations to reserve and deprecia- 
tion) among the members. To be true to the co- 
operative ideal, a portion of tfie“profirought to-be 
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devoted to some Joftier and social ideal e g educa- 
tion Recreation libraries theatres, gymnasiums 
dispensaries even chanty and grant of a bonus to 
non. members The_bonus may b“ awarded in the 
form of a share in the store It is never to be the 
same as is granted to the members The bonus 
sbali not only enable certain persons to become 
members hut also be a means of publicity of the 
adv antages of co operation 

The other point refers to the employees being 
allowed to share the profit It is of the essence of 
CO operation that all uorV. should be done by the 
menbets them'elves In view ot the wide field 
from which the members of a store are likely to be 
drav n it may be found suitable to employ Rjaid 
w others For the success ot the store it is ess^tial 
that the employees shou d take a sincere and keen 
interest in the sales of the society Consequently . 
a p?rt of the profit may be distributed among the 
employees equally or m proportion to their salaries 
The profit" thus distributed may be determined as a 
percentage on the total gro^s sales tor the year so 
that the employees may feel that greater the ^ale 
greater shall be their share in the profits of the 
st3re The amount distributed may also be looked 
upon as the inevitable e-rpenditure for caving the 
profit tnat woul J accrue to pci%ate traders if put 
chases had been made from them 

—Generally the membership is 
open to everybody who agrees to abide by the 
store byelaws and pays the necessarv share money 
It IS not advisable to restcict the membership to 
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persons belonging to the same trade, caste and 
statusI’^tE^gh'such a resFrictfon Is likely to 
Snng in a spirit of sohdar’ty, such stores are apr 
to degenerate into commercial enterprises which 
are not interested in the aims and ideals of co- 
operation In certain cases, howev er, the restric- 
tion mav be justified eg , in the case of railway- 
men’s store where the railway company allo^is 
special rates for the transport of provisions. 

Freedom of entrance should also carry with it 
tbejreedom of withdratval, and it usually does 
But the danger is that the store may be faced with 
a sudden withdrawal of capital. The, danger may 
be. averted by permitting refunds only on death 
and transfer from the locality, town or district. The 
store mav also have the power to delay repa>raent. 

But should not the membership be restricted 
to one person per familv ^ If all the other mem- 
bers of the family enrol themselves in the store 
are they likely to bringmorebusiness to the society 
Yes, the v isits of _ the iamilr (through its members) 
to the shop shall be more frequent and hence pur- 
cha'ies are apt to increase materially. This is found 
to be true by experience also Abo% e all, the 
greater the membership, |the greater the capital 
made available to the store 

Lastlv, the store ought to have the power to 
.expel an y member wh ose p resence_is, prejudicigj to 
the interest of the store In’order to avoid pos- 
sible misuse of the power, the expulsions should be 
decided upon in the general meetings. 
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Management If a store is badly managed, it 
■will not make profits ; if it continues to be badJy 
managed It will soon be forced to liquidate itself 
Less profits or losses are generally due to incapa- 
city, inadequate supervision, baji accountancy, dis - 
honest employees, unduly large running expenses 
lack of purchase experience, etc. The employees/ 
have been underlined as they are one of the raosc 
ampoTtant pillars of success 

The employees must be honest and fired with 
the spirit of service They must be co-operative* 
minded and ready to show that men *an3^ women 
can be faithful without a master alwajs standing 
at their back The store, on the other hand, must 
assure the workers fair wages and conditions of 
work It may be suggested that the store should 
adopt the polic} of having member-emplojees and 
that of sharing the profits with the employees 
Three __argumeiits against the poJicj of having 
me'mber^employees may be mentioned Firstly it 
IS apt to lead to relaxation of authority and hence 
discipline shall be undermined Secondly, it may 
lead to illegal transactions, particularly when the 
employee shall make a purchase from the store. 
Thirdly as employees, arc apt to have grievances 
they will therefore be invariably present at the 
meetings of the store which are scarcely attended 
“by other members Consequently, it may happen 
that the employees may successfully press for de- 
cisions which shall be more in the interest of 
themselves 

But this IS rather an abnormally pessimistic 
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view. Unless the interest of the members (acting 
as emploveea) in co-operation is only apparent and 
not real, it should really pay to have member- 
employee'. Unless rhe member-employees be 
dishonest and disbebevers ot co-operative prina- 
ples, thev would m effect be cheating themselves 
if they cheat the store or indulge in illegal tran'ac- 
tions And it shall be only when they arc less 
of a co-ooeratot that they would exact unfair 
concessions for themselves at the meetings. If 
they are not true co-operacori. It shall be prefer- 
able to turn them out of the store As regards 
their V oice at the meetings of the store, it may- 
be laid down that employee-members shall not 
have the power fo yofe on jnatteL-concerning. 
the emp^ovees. 

Hence it is preferable to have member- 
employees and the employees must be given the- 
chance to become mcmber> As regards the policy 
of profit-'haring with the employees, it has 
already been considered It is desirable^ and the 
amount involved has to be Iook?d upon as the 
inevitable expenditure for efficiently running 
the store 

T^eutrality , — T he sto re should keep itself 
immune from polifical” and reli^ous'^ihdencie'ir 
Such tendencies are apt to lea'd to” the establish- 
ment of more than the desirable number of stores 
in a locality, resulting in an unduly small size of 
the firm Again, absence of neutrality shall 
encourage political and religious bitterness which 
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should be avoided more so in the case of a country 
like India 

' Federation — After the store-movement in a 
Tegfon has progre'Jsed sufficiently, it s es'ential 
that central associations should be developed to 
coordinate the activities of the societies, to acquaint 
the public with the progress of the movement and 
to purchase goods in bulk to supply the total needs 
of the societies m the region It docs not seem 
desirable to charge a single association with all these 
functions A purchase federauon should be formed 
•exclusively for purchase-work Such a federation 
not only secures reduced prices but IS also a safe- 
■guard against any boycott by the local wholesalers 
and manufacturers An established federation is 
also of great help to the infant and rather inexper- 
ienced stores and eliminates the possibility of 
managers being bribed by the private wholesalers 
in order to secure the custom of the store The 
federation can also undertake works of general 
utility* such ds banking and insurance The federa- 
tion can also reifdcr it possible for co-operative^ to 
undertake manufacture of goods 

STOR^-^D PRODUCTION 

Can the stores really undertake production 
They no doubt can but the point is if it is desirable 
One can very well understand the justice of elimin- 
ating and saving what goes to the .private middle- 
men But Ip a produenon unit where the control 
and benefit of production goes to the consumers. 
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the position of the V7orhcrs will not be improved. 
The fruits of the workers labour will still be reaped 
by others Justice demands that in production, the 
control should be in the hands of the workers who 
should share the profits If the con<umers want 
to share it, they should become workers But the 
consumersCte the customers) may be m the form 
wholesale stbres'^who cannot work but w'ho can 
say that jf they 'hall not be given a share of the 
profits they shall start their own product’on This 
IS of the form of a threat The onl> reason that 
can be given with some justice IS that without the 
demand from the wholesale stores the sales of the 
producers wou’d possibly suffer But the producers 
may similarly claim a share m the profits of the 
store by saying chat but for their production the 
members of the store could not have satisfied their 
slants The point to be realised is that the pro- 
ducers canffot consume all they produce, and the 
consumers cannot produce all they consume *5' 

Hence there must be co-operation between 
producers and consumers There should be proper 
representation of the consumers and producers on 
the control directorate of the production unit 

In actual practice consumers’ societies do under- 
take production and it is necessary to consider what 
should be the relation between the_^store and the 
workers Labour must have a fair wage and fair 
conditions of work Besides it must find full re- 
presentation on each committee appointed to look 
afterproduction, as also a share in the profits made 
on the commodity produced. 
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Though consumers' societies have succeeded in 
undertaking production both industrial and 
agricultural, the success in the latter field seems to 
indicate that the stores shoula better restrict them* 
selves to provision of capital and, if possible, a 
representation on the board of control 

There is still left the question whether a 
consumer' store should undertake such services as 
are generally rendered by the state or municipal- 
ities. These services require a large capital and 
cannot in general be undertaken m a size 
commensurate with the membership of the store. 
They have to be made available for the whole 
locality city or region Also a municipality is m 
a way a co operative body in as much as the profit 
made and the economies effected are made available 
to all the inhabitants Hence it might be said that 
a store may not undertake such services But no 
hard and fast rule can be laid down The circum- 
stances of locality or region may be such that the 
local body may not undertake a certain public 
utility service , while a co-operative may be willing 
to make a start Later the co-operative may 
succeed and be in the best position to expand the 
service and cover a whole region 

STORE AND PRODUCERS’ CO-OPERATIVES 

If the stores are not to cover production,, 
should not a link be established between them and 
the producers’ societies ^ It shall save the producer 
co-operative from being exploited by the private 
traders it shall ensure sales As regards the stores. 
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their custom shall not go to the private traders 
and wholesalers who m general try to run them 
down It would_be particularly helpful to new 
stores if they can get their requirements suppHed 
by existing producer co-operatives But there 
are certain hurdles The supply may not be a^'ail- 
abie to a store near at hand, at the right time and 
of a certain quality It may therefore be necessary 
that marketing federations should enter the 
collection market at the wholesale end, and also 
undertake processing to a certain extent. Direct link 
between con,sumecs’ store and a producer s co-opera- 
tive may sometimes lead to an attempt by the 
producers to demand a higher price even for a poor 
quality Therefore, while a link would be welcome 
It ought not to be established by compulsion Each 
of the two sections should be encouraged to afford 
facihcies of contact but in no sense should there 
be dictation of terms of business. The co-operative 
publicity organisation of the region must make 
the information about the existing co-operative 
suppliers and purchasers available m the form of a 
small directory. It must also act as a clearing bouse 
of informatioii ; and it must be stressed that its 
service m this regard must be prompt and effjaent. 
vThe state co-operative inspectors can also help a 
'"Uot in promoting inter co-operative trade. 

STORES AND THE STATE 

But the stores movement has bad to look to 
the state for success The state is concerned m 
regard to legislation, administration, taxation and 
promotion. As a legislator the state can further 
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the cause of the consumers’ movement by according 
legal recognition to the store. The consumers’ store 
movement in India developed — whatever the achieve- 
ment to date may be-'only after legal recognition 
jn 1912. As an administrator, the state can, in 
^imes of emergency, enable the co-operative stores 
manage certain public services and accord their 
j.epresentatives a place on the committees created 
£or solving the problem of food supply etc. 

As regards taxation, legal recognition itself 
carries with it certian pnvileges accorded to every 
co-operative m respect of taxation Thu s they are 
generally exempted from _stamp duty and income 
tax. So far as the store is concerned, exemption 
from income tax is justified because it does not 
really make a profit* its object, infer alta, is to save 
what would go to the private trader 

But the stores have claimed exemption from 
certain other taxes such as th e jples t ax.. The co- 
operative stores do deserve help ah’d'encouragement 
because they eliminate profit and reduce the work 
of the police and the public health authorities by 
ensuring proper weight and quality. But similarly 
certain features peculiar to the credit societies can be 
pointed out * and others for the producer co-opera- 
tives. In fact It IS for all these that certain 
general exemptions from taxation are provided for 
The arguments cannot be used to get a second 
pnvilege, say, exemption from the sales ta^ In 
I^adras the cQ-operative stores are liable.tasalw tax. 

' In fact unless a tax is likely to retard the progress 
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•of the stores m comparison to the private traders, 
They need not be exempted from it. 

Lastly, the state can promote, the progress of 
the stores by'^ffermg~them special^ facilities If 
stores have been recognised "anietter than the 
private traders, then the development of the store® 
can be particularly helped during emergency when 
the duties of purchase and supply (^^th facilities 
for import and transp ort) may be preferably en- 
trusted to cO'Operative stores Also, the state m.ty 
rather, must — make available to the stores the 
knowledge of commddity storage and market in- 
telligence, w’thout which the organisers of the 
co-operative may find it difficult to know the 
market practices and to buy the supplies in the 
right (wholesale) markets. Th.e provincial co- 
operative departments can easily publfsh informa- 
tion about the sources (and prices at these sources) 
from which goods may be secured. 

PRODUCERS’ CO-OPERATIVE SOCIETIES 

One solution of the inadequate purchasing 
power in the form of income and wage was to cut 
down the prices and thus ^ncr^ase the value of 
every_ Single rupee by forming t he c onsumers 
stores Another solution is to eliminate the class 
which controls production — in the words of Robert 
Owen, tp^become your^pwn manpfacturfii, by orga- 
jysing^ pt'Pdijcerslco-QperaS^^ in which workers 

(1) Three other names of producers’ co-operative arc 
the industrial co-operative, the indusco and the mcop But 
tbc«e have been used with icfercncc to non-agncultural 
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or consumers or both participate in the manage- 
ment and profits of the enterprise This is also 
the solution to provide the incentive to do one’s 
best because the division of interest between the 
worker and employer is removed by combining 
the two entities It is also the remedy for securing 
a better and brighter future for the hereditary 
handicraftsmen who are suffering on account of 
the difficulty of supply of raw material, finance, bet- 
ter means of production in the form of tools, imple- 
ments, machines and power, proper guidance and ab- 
sence of bulking and centralising of sales They must 
be brought together m small workshops. The de- 
sirability of decentralised production and of creat- 
ing a vigorous and progressive people> the necessity 
for finding a solution for the low standatd of 
living and the unemployment and the under- 
employment in agriculture, the fact that agricul- 
ture and cratt industry did produce men vigorous 
in mind and body and the advantages of co-oper- 
ative principles, — all point to the need for orga- 
nisation of occupations based on horticulture, 
pisciculture, apiculture, sericulture, dairying, pro- 
cessing ginning preserving, crushing, decorticat- 
ing etc , on co-operative basis 

The case for producer cooperatives can be 


production When used they do not include, say. a market- 
ing society Theoretically producers societies can be 
organised both in agricultural and non-agricultural fields 
As shall be seen from the teit though the Fundamentals 
and essentials are given in general in other respects the 
treatment is with reference to non-agricultural producers’ 
societies 
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made out m a' different way also. Firstly, in an 
agricultural country, industry cannot be divorced 
from agnculture except at tbe cost of employ- 
ment and the standard of living.' Consequently 
industrial production has to be organised on the 
basis of the cottage and the village. Secondly, 
the final objective is to develop the human person- 
ality and the individual skill For this we require 
activities that make for vigc^r of body and mind. 
Leisure and its use should not be therefore com- 
mercialised—mucb less when there is a sparse and 
widely distributed population The best way to 
provide such activities is to develop handicrafts an 
small groups. 

Thirdly, researches and progress in industrial 
organisation and greater division of labour 
indicate the necessity for ‘ functional fore- 
manship ’ and tbe use of an increasing percentage 
of unskilled workers— men of small calibre and 
attainments. In other words, the present day in- 
dustrial organisation does not stand for the best 
development of faculties of the workers. Why not 
replace such a system by less mechanical small scale 
workshops 

Besides, in many consumption goods mdus- 


(1) Switzerland is one example of this Its peasants 
union had ultimatelf to organi'^e the textile production 
with the help of hydel power 

England is also combining agriculture with light 
industry. 

U.S A. too IS planning land-use by townships utilising 
industrial equipment available locally. 
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tries* small industrial units can be organised as 
complementary to large scale units The high 
quality of the product and efficiency are less 
likely to be affected in a greater number of in- 
dustries if the Factory-propnetore supply detailed 
instructions, financial assistance and technical ad- 
vice. Where possible they may even supply 
matenah and Cools. Thus the smaller units can 
share the economies of large scale buying, market- 
ing and financing. 

Fourthly, it is found that conflicts arise in 
our present industrial structure with regard to 
pricing, 'timing of jobs, and the rating of bonus. 
These can be minimised and simultaneously an in- 
crease in the efficiency of production can be secur- 
ed if certaih sections of the production units are 
placed completely under the control of the 
workers of the sections*. The workers may be 


(1) ’’Only a few decades ago the English high quality 
watch trade was conducted m a multitude of very small 
workshops The change to large scale methods in the 
trade was brought about for economic reasons which might 
not have been so influential in a different industrial en- 
vironment’ — vide Japanese industry — its recent develop- 
ment and present condition by G C Allen In Chapter 
III of that book examples arc quoted of the use of small 
units by large units situated in villages in Japan He men- 
tions Prof Uyeda who sboned that many parts of stan- 
dardised modern engineering products can be thus 
manufactured 

(2) As has been successfully experimented upon in 
certain motor works m France and dyeing works in 
Yorkshire (England). 
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told to produce work of a certain standard and be 
free to divide the work and the wages for that 
section among themselves. 

It IS therefore desirable to organise small work- 
shops controlled entirely by the workers 

Fundamentals and Essentials of the Society 

The case fpr producer cooperatives is there- 
fore established, But onV ap^rently. There are 
arguments and historical evidence that seem to 
weaken the force with which producer coopera- 
tives can be recommended We shall presently 
see how We must first be clear about the 
essentials of such a society and other details The 
fundamental principles of the society are : 

1. Contribution by each member of at least 
a fixed amount of the share capital 

2 Promise by the member to sell their produce 
(if dealt in by the society) to the society, except 
in the case of goods rejected bj the society. 

3 Cash payment m regard to the transac- 
tions with the outside dealers. 

4. Division of profits according to the busi- 
ness done with the society or the wages earned 

5 Open membership 

6 One man one vote. 

The other essentials are ; 

. 1 DrvLsmaof ew.' 

ployees including the auxiliary emplojees. 
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tries* small industrial units can be organised as 
complementary to large scale units The high 
quahtj' of the product and efficiency are less 
likely to be affected in a greater number of in- 
dustnes if the Factory-proprietors supply detailed 
instructions financial assistance and technical ad- 
vice Where possible they may even supply 
matcriali and tools Thus the smaller units can 
share the economies of large scale bu j ing market- 
ing and financing 

Fourthlj It IS found that conflicts arise in 
our present industrial structure \vith regard to 
pricing, 'timing of jobs and the rating of bonus 
These can be minimised and simultaneously an in- 
crease in the efticiency of production can be secur- 
ed i£ certaih sections of the production units are 
placed completely under the control of the 
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III of that book examples are quoted of the use of small 
units by large units situated m villages in Japan He men- 
tions Prof Uyeda who showed that many parts of stan- 
dardised modern engmeeimg products can be thus 
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certain motor works in France and dyeing works irt 
Yorkshire (England) 
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told to produce work of a certain standard and be 
free to divide the work and the wages for that 
section among themselves. 

It IS therefore desirable to organise small work- 
shops controlled entirely by the workers. 

Fundamentals and Essentials of the Society 

The case fpt producer cooperatives is there- 
fore established, but onV ap^rently. There are 
arguments and historical evidence that seem to 
weaken the force with which producer coopera- 
tives can be recommended We shall presently 
see how ^ We must first be clear about the 
essentials of such a society and other details The 
fundamental principles of the society are : 

1. Contribution by each member of at least 
a fixed amount of the share capital 

" Promise by the member to sell their produce 
(if dealt in by the society) to the society, except 
in the case of goods rejected by the society. 

3 Cash payment m regard to the transac- 
tions with the outside dealers. 

4, Division of profits according to the busi- 
ness done w’lth the society or the wages earned. 

5, Open membership 

6, One man one vote. 

The other essentials are : 

, 1. Division of a part at the ptfifit em- 

ployees including the auxiliary employees. 
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2 Allocation of a part of the profits to educa- 
tion, orphanage, provident fund, sickness insurance, 
etc 

3 Inducement to members to leave the profits 
in the society 

4. Formation of federations as soon as possible 
to make collective purchases and organised sales. 
This would also render possible a common shop, 
exhibition of goods, etc. To be more exact the 
federations can be of two types, vii , for technical 
progress or for common facilities in respect of 
finance, transport, marketing and supplies. The 
federation of the second type may also ultimately 
undertake the management of common good fund of 
the member societies and tackle the problem of 
wages, 

5 Limited Liability 

6 Qood management It should be seen that 
the workers are not underpaid lest what they may 
earn in profits may be lost in wages 

7 Freedom from political and religious 
activities 

Types of the Society 

It will be guessed from the fourth funda- 
mental that a producer coop may be of two types 
In the first type the society may help the members 
to produce commodities individually by undertaking 
some or all of the functions given below 

1. Provision of credit facility 

2 Supply of raw material of the requisite 
quality. ► 
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3. Supply of tools and implements for the 
members* use The members may purchase these 
from the society on hire-purchase system, or out- 
right, or may use it collectively, say, at the pre- 
mises of the society 

4. Advice and guidance to the members re- 
gardmg-^he type of work to be executed in respect 
of design, quality etc. 

5 Supervision of work 

In the second type of society there is collective 
production. The taw matenal belongs to the 
•society The members act as employees getting a 
wage on the work done by them either at their 
homes or at the premises of the society. Produc- 
tion at home is possible if the manufacturing opera- 
tion does not admit of the use of ezpensu e tools 
and machines which are not possessed by all 
members 

There may be a third type of society where 
the members come to control production only after 
they have become well educated and received a 
training in business administration. This is gene- 
rally possible if there is a philanthropic business- 
man who manages the affairs of the unit and slowly 
transfers the management to the representatives of 
the workers. 

The first type of society is to be preferred 
where poverty prevails so that it is difficult to 
Taise even small funds The second is the type 
that should be aimed at The third is only an ex- 
ception Tt shows that phifanthropic idealism can 
succeed. 
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Wages in Induscos 

The problem of wages is thought to be com- 
plex and difficult-to-solve ^by some. But it is 
found that cooperatives generally pay a little mbre 
than the standard and trade union wages. Wages 
are inter aha meant to encourage people to cul- 
tu ate their faculties. In order to secure the in- 
centive to do one’s best, wages have to be 
ditferential with similar increases Since the 
native endowment — rather the developed and 
applied capacities— are correlated with “needs", the 
wages are such that it is rewarded But others 
must be given the ooportunity to acquire and de- 
velop capacities. Since it is difficult to provide for 
It under wages, a portion of the net surplus must 
be applied for educating the members to their 
highest capacity Incidentally, the balance of the 
net surplus should be used as far as possible to 
baild up funds to return loans and advances and 
for use as a ma'rgin for working expenses 
Conditions of Success 

For a high probability of success of a pro- 
ducers’ cooperative, it is desirable that the members 
should be intelligent, disciplined and self-respecting. 
Also in the short period, and at least in the beginn- 
ing, cheap finance should be available either from 
banks, including co-operative credit institutions, or 
the state itself and sufficient custom facilities 
should be provided. Preference can be given by 
the state to the co-operative goods in regard to the 
purchases made by it. The state can also offer 
transport facilities. 
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In India special attention was paid to these 
problems by the Co-operative Planning Committee* 
and the Industrial Co operatives Conference 
(Poona, 1946) The resolutions of the latter 
rather go into greater details m certain respects 
than the recommendations of the committee do 
Both are in favour of area and regional federa- 
tions for organising industrial co operatives and 
viUage industries The committed is m favour of 
promotional agencies preceding the federations 
Possibly they derive their inspiration from Chinese, 
industrial co operatives The conference wants 
sympathisers to be elected members of primary 
societies for the first five >ear« Thereafter the 
general meeting is to determine whether such 
membership be cea«;ed U adopted the recommen- 
dation should prove conducive to a rapid progress 
of the pnmariesi 

As regards finance the committee wants the 
tax payers money to be spent for the promotional 
work So far as the mduscos arc concerned the 
state is asked to finance both fixed and working 
capital A part of the former— according to the 
conference half of it — is to come as subsidy and 
the other half as a low-interest loan repayable b> 
instalments over a long period So far as the work-^ 
ing capital is concerned the conference wants that 
the state should supply this also as a loan but I 
think the committee takes a better stand It wants 
the funds to flow through credit— particularly co- 
operative — institutions subject CO state guarantee 
The committee also recommended that under 
section 17 (2) (a) of its Act the Reserve Bank 
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should give financial accommodation to the 
provincial co-operative banks for advances and 
loans to induscos up -to one >€ar The conference 
rightly demands that the state should not give 
loans to individual artisans directly if an industrial 
co-operative exists m that line -n the area 

The committee has suggested that small in- 
dustries should be taken away from the Director 
of Industries who shall have to acquire equipment 
and staff suited for large scale industries, and be 
placed under the Co-operative Department The 
committee as well as the Conference want preferen- 
tial j^uichase by Government bodies While the 
committee leaves the decision about the sphere to 
be assigned to small and lar^e industries reserva 
tion of markets tariff protection etc to a separate 
^committee the conference merely mentions that 
the state should give help regarding raw materials 
tools marketing transport technical training and 
fiscal protection and tax-rehef 

Case For Incop Reconsidered 

It IS these requisites that undermine the force 
with which producer co operatives can be recom 
mended These co-operatives have been a success 
in France, m Italy in Russia and recently even m 
China and they are at times shown to be making 
^pcTdy progress in India But every where some 
benevolent agency local authority or the state has 
provided the finance and technical ability has 
given marketing facility and has purchased the 
goods There is one more reason why the argu- 
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merit for producer co-operatives loses force. In the 
long period, the workers have a tendency towards 
conservatism and indiscipline, and if yon look at 
co-operative production from the point of using 
better tools and implements, there can be observed 
a tendency towards mechanisation on a larger and 
larger scale such that control and distribution of the 
profits among the workers and the members 
equitably tends to become a complex nay, an im- 
possible task In the short period, however, and 
particularly in the backward countries with widely 
spread population, the system would succeed It 
may be so even in the long period provided the- 
scale of production and the area of operation of a 
society IS limited properly 



CHAPTER III 

agricultural co-operation 

The necessity for agricultural co-operation was 
felt when the commercialisation of economc life 
began to affect the agriculturist Then he felt 
that with the other agriculturists he should acquire 
the teowledge, the sVill and the experience of the 
wealthy and the monopohstic neighbours The 
necessity became important w’hen the urban area 
began to absorb the industries which had been as- 
sociated with agriculture and still more, yrhen the 
town began to produce expert men and better 
sales organisations which could outshine and out- 
wit the agriculturists ^ 

In agricultural co-operation, the scale of opera- 
tion IS small and consequently, the holding of the 
general meeting with almost all the members' pre- 
sent IS not inimical to a proper management of the 
society. To understand it more clearly, m an urban 
society where a large membership exists, the re- 
"Solutions adopted at the general meetings may not 
be arrived at after full and orderly discussions, and 
sentiment may have influenced the decision It is 
not likely to be so in the case of an agricult»iral 
society 

^Unlimited liabihtj has been adopted as a rule 
in the agricultural co-operatives with a view to 
^^force strict responsibilities but unlimited liability 
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is undesirable if the members do not understand 
Its significance 

In the case of an agricultural society, transac- 
tions with non-members need not be permitted, 
mainly because if this is allowed the non-members 
are not likely to come within the fold of 
CO operation ^ 

So far as the management of the society goe«, 
there IS not required a staff of persons with full 
commercial capability The society needs a local 
man who is fully acquainted with the local condi- 
tions and IS preferably trained and educated he 
'need not merely be a man of respect 

The agricultural sqciety also etpects and in 
general does get, help from the State but in any 
case the state audit is undesirable Audit by a 
union of agricultural societies is to be preferred to 
audit ’Ey state officers because the latter are not 
likely to take any real interest in the auditing of 
The cooperative societies * 

However the scope of agricultural co opera- 
tion IS enormous It may be applied to the supply 
of raw materials and tools required by the farmers, 
to the marketing of the agricultural produce to the 
processing of the commodities produced by the 
agriculturists, to animal ^husbandry to consolida- 
Ti^qf h oldin g e ither by a redistribution of farms or 
throu'gh co-opefative,, cultivation , or it may be 
^ppli^ ^o the subsidiary occupations aird cottage 
industries whic h ma y b e ben eficial so_far„as the 
purchasing power ofThe agriculturist goes 
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The application of co-opetation to agriculture 
has been more successful when it is applied at the 
point where the agriculturists contact the market 
1 e for the supply of their requirements and for 
the Salf'of CKeir produce These two offer them 
a more material return They may secure greater 
return by improving the quality, by saving on 
transport and by selhng by products But it can- 
not be laid down as a rule how agricultural co-- 
operation should be started in any particular 
country This shall depend on the prevailing 
conditions The land may be fitted for coopera- 
tive credit . or the agriculturists may not feel 
the responsibility of using the credit in the 
right way, and of paying the dues punctually Or, 
It IS possible that the peasantry has to run to 
nearby markets or urban areas for procuring its 
requirements then supply societies are likely to 
be successful as did happen m Switzerland. 
There the supply societies were organised 
as mere letter-boxes for receiving the orders 
and transmitting thgm to the suppliers If, 
however, the requirements of farmers are gener- 
ally supplied in the villages cooperative sale 
societies may be organised 

In a country like India cooperative credit 
movement has been a failure There are required 
industrial societies and societies to replace the 
multi-functioned makajanf Because there already 
exist credit societies, there is urgently needed 
the organisation of sale-societies From the point 
of view of* radical changes, farming societies and 
better living societies also deserve consideration. 
It is proposed to study these four types under 
agricultural cooperation in the following chapters 
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COOPERATIVE SALE SOCIETIES 

The aim of a sale society should be twofold* 
It should^ secure a remunerative price, and it 
should make availabli^a permanent “and ready 
mark gxiQt the produce of the members Fof tKTs 
■an-Ts^red supply and a guaranteed quality are 
essential The supply of goods can be ensured if 
the members are loyal Should the members have 
the option to sell to the society or not, it shall be 
in a weaker position than* the private dealers 
While the former shall be a bidder for the produce 
of the members only, a private dealer shall have a 
choice over the commodities produced by the 
members as well as others Besides the members 
shall be apt to sell privatelv in a period of high 
prices and to dump the goods on to the society at 
the time of low prices which shall invariably mean 
losses for the society If therefore the members 
have the option to sell to the ^ciety or Jiot, the 
society sImulT"alsoliave the choice to accept or to 
refuse the goods offered by the members As this 
will be contrary to the co-operative principles it 
is better if more continued or complete loyalty of 
the members is secured One method lies in de 
mandmg of the members a long notice before they 
^withdraw from membeishiu Another method 
could be to impose fines and . p epalf-ip t^ nn th A 

In this connection it has also been argued that 
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for successful operation the society should have the 
control over produce ofall tEi persons ^within 
Its area of” operatFon Conseauently, m certain 
pa“ts of the world, there is a provision that if 75 
per cent of the population producing 75 per cent 
of a commodity have no objection to co-operative 
sales, It shall be deemed compulsory for all Ac- 
cording to strict co operative principles, it is not 
desirable to make it compulsory for the members 
to sell through the society and the society alone 
If in a country, like India, it is found that co op- 
erative marketing cannot otherwise succeed the 
remedy would he in a more intensive analysis of 
obstacles It may b^that the slow progress is due 
to the absence of some functions To be more 
specific, the society may not be supplying the 
services which a private tradesman does 

To ensure a cer^m^^qualitVj the members 
must adopt the pKc?ic^f^ppl:^g goods up to 
a certain sample or design Greater care shall have 
to be taken in ^regard to the^ quality of such 
commodities as milk, butler, ghee and eggs, where 
the quality cannot be easily controlled at the 
retailer’s or consumer’s end The society may 
undertake grading of the p roduce, and a central 
trad e mark m ay be evolved A number of trade 
“rnSrhs instead of one shall be desirable if the 
commodity is to be supplied to different regional 
markets which are likely to require different qua- 
lities, or different packings Experience m South 
Africa and New Zealand shows that private at- 
tempts at standardisation do not succeed If simi- 
lar conditions exist in a country, the work of 
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grading and standardisation may be taken up by 
the State 

Better form and greater return may also call 
for ^ocessing^peration by the society This may 
also Rprnr e vahiablp bv -Drndticts. Thus, if societies 
dea ling in~oil-seedh were to undertake oil-crushing,^ 

oil sh all secure 5 greaterjince andTHepll cakes 
caiTbe available to the cultivators for bcing’^useH 
as fertiliser or cattle-food Processing operation 
by the society IS also bound to mean greater em.^ 
ployment for the members of the society. 

Conditions of Remunerative Sale 

For remunerative sale the marketing society 
should generally confine its activity to wholesale 
market ing The retail market demands a careful 
'studyof the demand of the consumers, For this 
co-operative stores are better suited than sale 
societies This does not mean that a co-operative 
sale society is not to serve individual consumers in 
any case Individual consumers may be served by, 
say a co-operative society dealing in milk and eggs 

Remunerative sale also demands a continued 
contact With the market. The manager of the 
co-operative society must know where the markets 
are situated, what the market pract ices— are, and 
how the demand and ^irice arc fluctuating in the 
different centres 

Thirdly, there should be a proper sale-relation- 
ship with the members. A number of alternatives 
suggest themselves The society may undertake out- 
nght purchase of the members’ pr6duce, may act as 
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a commission agent or may function as a pledg- 
ing centre If it is a pledging centre, the 
mcmters can store thdir"*"" gouJiT' ""in the 
godown of the society and get an advance on the 
security of the goods. In due course they may 
sell the produce and return the advances Really 
speaking this would not be •marketing of the 
produce The society would be acting as a credit 
agency and therefore it would be wrong to include 
It under co-operative marketing 

In case the society aco> as a commission agent. 
It may sell the individual member’s produce sepa- 
rately, orm bulk with the produce of other mem 
bets In the first case, the society can secure, for 
the individual members produce, only slightly 
more bargaining power and the escape from market 
malpractices, but not the benefits of pooling the 
produce and proper gradation If the members 
agree to pool the produce the society may estimate 
the value ot each members produce originally and 
advance three-fourth s of the value to the members 
^rhen the goodT may”bc” pooled, graded and sold 
The profits may be distnbuted in proportion to 
the originally estimated values Alternatively, 
the society may credit to the account of the in- 
dividual member the value of his produce at the 
average sale price The danger would be that 
memberr’whb'hrTng superior varieties, may tend 
to be disloyal Hence the method of average sale 
price may not be adopted till the produce of the 
area has been standardised. 

If the societyj adopts the method of oumght 
purchase, the risk of loss and gam will be borne by 
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the society in the first instance In the case of 
outright purchase at market rate, the society shall 
be in the same position as the private dealers, and 
the manager shall have greater freedom to sell the 
produce as and when be likes. The danger is that 
the society may suffet heavy losses on account of 
miscalculation or fluctuation in prices beyond the 
imagination of the manager So there may be a 
^ r ice ^CQSijnitte^ to help the manager in fixing the 
price 

Mar k etin g Credit and Supply 
The pooling of the produce by the society is 
the most important feature of co*operative market- 
ing and there are many important factors which 
are directly and indirectly connected with it One 
such question is, should the marketmg^pperation 
be combin ed-with-cceditoperafioh or with supply 
operat^n ’ In other words, shouW societies be 
‘Tstganised exclusively, for s aleP or(iV supp ly 
and sale , 6i 0v\tr^it a nd sal e ’ If a credit 
society opens a^arkctfng bTanch, there is likely 
to be less difficulty of finance The credit society 
shall have funds, and there shall also be avoided 
the delay which would be otherwise rather inevi- 
table if the marketing society was to arrange for a 
loan or an advance to us member. But it is 
questionable whether even a credit society with 
unlimited liability should adopt the marketing 
function Thus the Ind’-n agriculturists may notj! 
like to sell their produce through credit societies^! 
with unlimited habihty Also, it may be dif^icult^ 
for the directorate of the credit society to control 
the activities of the manager in the marketing 
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branch Further, the two functions, viz , credit 
supply and marketing may dema nd a staf f too 
qualified to be found m the fuVaT' areas has 
'there^re, been suggested chat there should be 
established a close co-operation between the credit 
and marketing societies The credit societies may 
grant controlled credit controlled in the sen^e 
that there shall be a condition that the borrowe i 
would sell his produce through the nearest market- 
Tng society Even this is nof'agreed to by cerTain 
authorities In India for example, the Madras 
Committee on co-operation 193-^ did not favour 
the adoption of this principle but were not averse 
to experiments being made in the direct on 

It IS, however more practicable to combine 
the marketing operation with the supply operation 
We know that the agency which purchases the 
produce of the cultivator is also generally the 
agency which supplies the requirements of the culti- 
vator It may, therefore be suggested that it should 
be easier to achieve success if the '^ale societies 
also undertake the s i^ply _^f unction TheiiJpans 
can be granted to the t^mer s ^.z p , . k md and the 
price with a reasonable interest can be deduct- 
ed from sale-proceeds or from the profits due to 
the farmers 

fora ge 

For the success of tfie sale societies, they must 
have proper storage facility It would be incorrect 
to suggest that the sale society should make^^n 
advance-tQ the jnembei agamst jtbe pr^p cfato-come 
That IS the function of the 
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sale co-operative can only be expected to advance, 
credit after the crop has been harveste d ’Fortms 
purpose the society can'draw upon tfte neighbour- 
ing credit societies and get a loan without security 
to some extent In general, it is desirable that 
such arrangement should be made as would mean 
greater security and also'' make it possible to get 
more funds One solution lies in having storage 
facility, which is also necessary if goods are not 
to be marketed )ust after the harvest It is there- 
fore essential that the marketing societies should 
have godowns. The ^pstt uction_ of. ihe^e go- 
downs may be finance d by credit societ ies, the 
central banks or thfe'liovcrnment on a jong-term 
basis Proper methods must be adopted to mitji- 
mise the expenditure incurred in providing the 
storage facility and m the shape of destruction 
caused by insects. 

Due care should be taken to avo^idjiossibihty 
of fraud b y those in charge of it 'T’^or example, it 
ha’S'Peen^ found that not infrequently the goods 
brought to the godown are not weighed, but the 
bags containing them are counted. This leaves a 
loophole for the employees who remove a portion 
of the grain and sell it secretly for their private 
gam. It would, therefore, be de sir abIe_to , _5;^e i gh 
the ^in^and to allow a margin for fefr^tion and 
loss M moisture in due course 

Finance 

Apart from godowns, there should be proper 
financing of the sale societies The problem has 
no doubt been partly dealt with in what has been 
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said above. It way be pointed out here that if the 
sale societies are in the evolutionary stage and if 
th e co-operative cred it stru ct;ur e is under deterio- 
ration" and' repute) financial help should be 
secured from the central bank of tbg,cQpn frvT the 
State and even the ~?:orome rc ial han ks. - ‘ No help 
Mnl^ss you satisfy these' conditions ’ type of attitude 
will not be helpful Thus, in India, it is undesir- 
able to refuse finance unless warehouse receipts arc 
produced. We know that the Reserve Bank of 
India demands that the documents of title (to 
goods) shoilld have been transferred be tore they 
ate presented to it for discount. But these docu- 
ments cannot be created unless we have warehou ses, 
m the country. The situation can be impro^cbif 
the Government was to allow the marketing 
societies to issue negotiable wate’a ouse receipts 
igainst goods kept, in their godowns Alternatelyr 
action may be taken to promote the establishment 
of warehouses Mention may be made of the step 
taken in Bombay (1947) for licensing warehouses 
and of the resolve of the Government to release the 
godowns built for thC^piVil supplies department 
during the war so that they may serve as nucleus 
for warehouses Certain legal responsibilities are’ 
being laid for the warehouses m regard to safetyi* 
separate storage, grading etc., pf the goodsTjaf-^he 
individuals - V 

'U Transport 

Successful ponlmg.n f the produce li also ham- 
pered by jUansport difficulties. Greater the trans- 
port facil'ties otiered by the marketing unions, 
federations and the State, greater shall be the pro- 
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gress of the sale societies. The co-operatives may 
arrange fo r transport vehic les, and the public autho- 
rity may undertake i mprovement of the road 
surface. ’ ^ 

Location and Link 

Another factor for the successful operation of 
the marketing co-operatives is a proper distribution 
of the societies both on the geographical and mar- 
ket basis For the sale o commodities which do 
not call for expert grading and processing and 
which are to be sold m the neighbouring regions 
m arke tjng co-oper attves may be formed on the 
^S^aplifcaF^sis bbr~"commercial crops and ex-- 
'port’Oro'piTit'wiU be desirable to undertake special 

in grading and processi ng and so the societies 
rnay be i?rg^ised In important markets with a view 
to secure a laige volume of business in order to 
enable the society to procure and pay for costly 
tools and personnel 

The common idea behind both these bases of 
organisation is to bring about the pool ing of the 
produce The society ts hot only" to collect the 
produce of the different members for sale in a local 
market but in case it comes to be boycotted by a 
body of private wholesalers and dealers, it should 
have the facility to send its commodities to a 
higher unit— say, the marketing in a district 
market — and the union mayT if necessary, pass them 
to a provincial marketing union The various pro- 
}^mcjaI,marketing-.uniQns-xan work in mutual co~ 
"o^peration with a view to fealitate the better d.s- 
tnbution of the produce through interprovincial 
trade. Jhe mam hindrance to the pb^Iing^ of the* 
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produce is likely to aiise on the cultivators' side, 
but It shall lose its importance in due course vphen 
the cultivators understand the advantages of firsd- 
ing_and when they ultimately adopt the praptice' oi 
" Rowing ^mpi:o;^ed.and sta n da rdis ed varieties Once 
""the variety of a commodity is standardised-ioi— a 
vinage_jir a group of villages, '^tKe” objection to 
pooling wOuI3_disapp6aE ^ 

In connection with the organisation of market- 
ing co-operatives, it must also be made clear that 
for certain commodities the system of fed er ation 
may be ^suitable For others it 'may' be "moie^^'f 
TrtjierttT'orjan^e b ranche s of th e cen tTah.soc;ejies. 
In tho case of the TedetafTons, the priroaty societies 
ate established first and later these primanes form 
a federation and promise to be guided by it. But 
they do not feel that they must accept the guidance 
of the federation Instead, they feel that they are 
a member of the federation consequently any 
member ot the federation may ignore the advice 
and rules of the federation On the other hand, 
ifjiranchespf a central organisation^e_estahhsbed 
in different areas' fof course, on the co-operative 
basis) they shall feel that they have been brought 
into existence by the central organisation In other 
words, while the members of a federation feel hke 
-beiagata-jnakers,_the branches look upon them- 
selves as being the creation of the central organisa- 
tion with the result that they are more loyal 
Where, however, there already exist primiry socic^ 
ties and there is simultaneously a provincia l mat; 
Iceting society, it is necessary _to li nk the two If 
■tHe provincial society opens its branches in areas 
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jwhere primary soc i eties ar e already workingj_ the 
'danger’is' that the latter "may not is im- 
portant to sell to, or to sell through, the provincial 
marketing society, as they would if they had com- 
bined into a provincial federation Such a situation 
exists great.extent ituthejBonibay Province. 

Management 

The success of the marketing co-operative de- 
pends to alar^Textent on the efficiency of_theif 
management The office-bearetT an’d'^he manag- 
^liTgraurtaT^ee must have the sgirr^of^ervice, must 
be reliable and must possess th^necessary .technical^ 
knowledge to manage the society successfully It 
Wiii^dt be preferable to maintain for long penods 
office-bearers who ate honorary workers or who 
get a small honorarium or a low salary. As soon as 
practicable, they should be given a fair and . ad e- 
quate money retu rn for their services.'lri a country, 
— wh^^poverty prevails it will be very difficult to 
secure fair wages for the workers of the co-opera- 
tive and it shall be preferable to promise the 
workers.a^arejjj tbeuprofitsjn order to provide 
them'with aiT incentive to make sincere and zealous 
attempt to further the progress of the society 
With a View to secure a sufficient supply of such 
workers, it may be desirable to carry on propaganda 
among the educated and tx> stress to those coming 
from the rural areas the desirability of their taking 
* up the leadership of suc h soc tp^^<*-’= ^ n__f->)Pi.r_ar/?;7 g 
Necessary training of such persons may be the runc- 
tion of the region3l_co-Qperative.deparcment. 

Membership 

As regards the membership of the co-opera- 
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tives, It nee d b e_confin ed _tojhe _cu]tivators. 
With a vie irm^nce it may ^ e e^ 

fend^ to_credit societi^ and in order to secure 
mofe'^rect touch i^th the consumers it may be 
extended to the co-oper ative .-stores. This should 
not create difficulties m the distribution of profit 
which shall go to the members in proportion to the 
sales affected through the societv 

_ ^ Liability ^ 

Though limited pliability IS desirable. a'%uaran- 
t eed liability 'may Ve^^optea Either the value of 
the share n^y belfepFhigh and only a portion of 
[it collected, or the members may agree to undertake 
habihty upto a number of tunes of the share value 

« Sale Societies and the State 

The State can and does play a ve^y important 
□art in the progress of the marketing societies In 
the first instance it can undertake ^^urvey and 
research work. Secondly, it can taVe~ up the"* de- 
ielo^ental”function and^organise marketing jocie- 
ties Thirdly, it can provide the societies’” with 
l^rket intellige nce by is suing periodical bull^ ins 
and directories ’’This is' more important *m a 
country where co-^pperative marketing socfeties are 
still in the primary stage. Fourthly, in a country 
like India, the Statfi— can-place, its marketing_staff 
under the co-opSative department. The objection 
tolhis would be that the staff may also be called- 
upon to assist the C o-op era tiv.e -Department in or- 
ganising societies for growing, different crops So 
long as the marketing staff can be spared this func- 
tion, It shall be desirable to have them placed under 
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-tlie co-operame depaianent. Fifthly, the Stat| 
Ian Brant subsidies and loans forjtP 
ttcJie facillR add c5n promot^raamg ancT «and- 
ardisation'ifTdue course. IFit sfoll be pref eralTle ro 
“I vle fiinctimTof grading and standardisation to 
?re iSrke“mg union? In? found that irarehousei 
Ire “sentthe State may help the societies to issue 

Segotiahleu-arehouse receipts, which may be gua- 

Scene's to compete successfully with the private 
dealers by establishing regulat ej market s * Such 
mlSts would secure the use oTproper weights and 
measures, curtail the various deductmns made, en- 

methods.at Jiiddipg^Dd offer propeij^ 
^^fer^TThe persons br inging, t_be produce to 
tS'mJIESnut ixirS^tial that tEccommittee. 

the affairs ol the regulated nlKket must 
^^^if^eTH^enunon^f the^towers. Should 
Ac membeti^ the maragm/committee be mostly 
drawn from among the wholesalers ana commission 
agents there shall be a danger that it shall favour 
the dealers rather than the growers Lastly, to some 
extent the State can even pa^^ise theTnarketini 
socicoes-by-putchasing its own requirements from 
them' 


* The U.P Government have recently parsed an 
Af^ ta standardi*=e weights and measures The problem is 
SSbeig considered at the All India level by the Indian 
Standards Institution, beanng in mind whether the present 

STStem be replaced by the deamal system However the 

TIP rtnvernment have not yet taken up for consideration 
^e regulation of Maike^Bin 1539 The use of proper 
■weights was al«!o one of benefits pto\nded for in the bill 
It IS high time that the provincial govemmert takes it 
for consideration now. 



CHAPTER V 

CO OPERATIVE SUPPLY SOCIETIES 

A production society in agriculture may take 
the form of a cattle breeding^society an irrigation 
socie^ an anti erosion society a seed store or 
some other supply society a consolidation society 
or a f armi ng society 

Of these the supply society and the far min g 
society are specially iroportanc and in this chapter 
tKeTirst shall be considered The area of operation 
of a supply society may be one '’village or more 
than one village so that the commodity or service- 
supplied by It shall draw sufficient custom In the 
case of s^ds and fertilisers it may be desirable to 
have a societyTbr onlyVnc or tno villages On 
the other hand in thg case of implem ents the 
society may extend its activit es to '’a niimBer of 
villages The membership of the supply society 
may be open to all ind the share value may be a 
nominal figure Later when the society has pro 
gressed the question may be considered whether 
the suppliers may also be admitted to the member 
ship In general it would be preferable to have 
the representation of the suppliers on the manag 
mg committee and not to have them as members* 

* If a private supplier becomes a member of a co 
operative supply ociety it is possible that m due course 
h-* may demand a share m the profits This may have 
some justificanon if he charges a lower rate on the supplies 
to the society But lower rates could be obtained even 
when he is not a member 
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The commodities dealt m by the society may be 
supplied to the membets and the non-members 
alike. As a general rule the address of the pur- 
chaser should be noted m the sales register It may 
be explained to the non^members that they cannot 
secure a share m the profits of the society unless 
they become members 

Price and Payment. 

Theontically. the price at which a corhmodity 
IS sold should be the current one, but in the rural 
areas the ‘current ^ice * would be rather misleading 
and irrele^anT becaiiie there are likely to be few- 
other dealers In practice, therefore, the price has- 
to be fixed arb itrar ily at the discre^ ion, p f ^,the - 
man^ g ing" ^omrmtt^. It may, however, be noted 
tKaFccie pfice^'should generally be the cost price 
plus a smal Lpercentage for ex pe nses. resTryet_i?iH 
■profit^ [n certain countries where the cultivators- 
alTacH greater importance to reduced prices, it may 
be desirable not to go m for profits As regards- 
the method of payment, cash pay ment is a lways 
desirable but the society "nwyTtPTiiecHsary, aTIow 
a small period between delivery and payment. 
Strictly speaking, this would mean granting of 
credit ; but in another sense, this may noTbeTalled 
sates ■agai n st.credit,’ because credit really means 
that the payment is uncertain and that the date o£ 
payment can be rxtended. 

However, in the absence of cash payment, it 
would be desirable for the society to work in co- 
operation with credit soaeties. Loans may be 
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granted by the credit soaety in the form of orders 
to the supply society The supply society may in 
turn, if possible pay for its purchases in cheques 
drawn on the credit society. The suppb societj 
may also arrange for a loan to one of its members 
from a credit societj and may accept the loan 
amount as payment fora commodity supplied to 
the member 

As a digression it may be mentioned that the 
supply society may also work in co-ordination with 
the local marketing society In this case the pay 
ment to Hie" supply sociefy would be guaranteed as 
a deduction from the sale proceeds of the members 
produce 

What to Sell and Stock 

In the beginning a supply society cannot run 
the risk of purchasing commodity on speculation 
i e without already ensuring its sale It ought to 
buy only what is certain to be sold It may have 
to act, as the French supply societies once did as 
letter box for collecting orders bulking them for 
transmission to the dealers and charging on the 
saving effected a small percentage for its own ex- 
penses It shall enable it to adjust the supply to 
demand In due course the society shall have to 
jay by stocks lynay be that in certain cases these 
stocks may be necessary from the very outset. But 
in case there is a danger of greater fluctuation of 
prices and deterioration of quality, holding of stocks 
would not be desirable in the case of weaker socie- 
ties If practicable, the society may make it com- 
pulsory for the members to purchase those com- 
modities which are dealt in by the society, from 



COOPERATIVE SUPPLY SOCIEJJES 


81 


the society, though in general, it 15 desirable to 
give the member an option and secure his custom 
by mai ntaining q ualit y of service and reduction 
in cost 

Sale of Household Goods. 

The other cfuestion that arises is ‘Should the 
supply society also deal m household goods ' In 
certain countries this is not permissible by law, 
specially where this is calculated to sow the seed of 
division and discord among the other shopkeepers 
In a country like India the argument is not tenable 
because the cultivator gets such requirements from 
outside the village The supply societies however, 
may not pay full attention to the sale of household 
requirements but may employ their powers to carry 
It * as a rod to be exhibited on the mantlepiece with 
a view to keep the dealers in good behaviour’ l 
<W olff) 

Pushing Sales and Progress 
As soon as practicable, the society should join 
hands with the neighbouring supply societies and 
form a_federation_or whoJesale_SQCjety to poo l the ir 
req*uirero^ts_and to make collective purch ases It 
IS possible that in a country, cetftfal supply s ociet ies 
may have to be organised firetl This would be the 
case if there are already existing supply societies 
whose progress is hampered due to “exploitation by 
dealers” and a high expense-ratio It is necessary 
that the supply society should secure the patronage 
and guidance of the well-to-do and the educated 
persons in the area of their operation The 
•cultivator may not go in for its goods i£ they are m 
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any way different from what he has been irainf He 
will like to be convinced of the utility of the new 
varieties This is easy to secure if the big men of 
the village first use them orif m due course (when 
the society has made substantial progress)" it can 
Itself give a demonstration 

Besides the review of work the distribution of 
profits and the election of office-bearers the op- 
portunity provided by the annual general meeting 
should also be used to discuss the relative ments 
of the various commodities which have been sup- 
plied by the society m the past or which can be 
secured The general meeting should also be 
utilised to convey to the members useful informa- 
tion about problems of the agncultunsts 
State Aid 

The society may look to the state for transport 
facilities and for the finance which may be initially 
requir<’d by it The state can also help the society 
m popularising useful commodities through exhi- 
bitions and displays at the village markets and fa rs 
The state may also undertake researcl^for making 
improvements and for removing defects v^hich may 
be pointed out by the society in regard to the com- 
modities which it deals in 



CHAPTER VI 

CO-OPEBATIVE FARMING SOCIETIES 

The title of this chapter is slightly misleading 
The greater portion, of the chapter shall be devoted 
to a discussion of the forms of application of the 
principles of co-operation to farming What is 
farming ’ Does it refer only to operations on the 
farm such as cultivation, sowing, irrigation, weed- 
ing protection of the cron from insects, pests and 
animals, and harvesting. No Just as the farmer 
IS not supposed to perform operations only on the 
farm, farming should not be supposed to involve 
onlv these operations, particulary not, when it is 
prefixed by the word co-operative However, the 
term has raised a lot of controversy. To give an 
idea of this a reference may be made to three -de- 
finitions One, in co-operative farming ‘ each cul- 
tivator would retain hxs rights in his own land, but 
cultivation operations would be carried on jointly 
The expenditure would be met from a common fund 
and deducted from the gross income. The net in- 
come would then be distributed among the cultiva- 
tors in proportion to the land belonging to each ”l 
The definition begs the point whether the cultiva- 
tors would work on the farms free or as paid em- 


1 Vide Memorandum on the De\elopment of Agricul- 
ture and Animal Husbandry m India of the Advisory 
Board of the fmpenal Council of Agricufturail Research 
1944. Pg 3c 
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ployees. It also does not lay any restrictions in re- 
gard to the nature of functions which the cultivators 
may undertake It may refer to farming operation 
in the very narrow sense or to joint credit, pur- 
chase and even insurance 

Two®, co-operative farming must imply farm- 
ing of which one element is the merging of small 
separate farms into larger ones It must recognise 
individual’s right m land. It is not material to the 
definition whether or not the individual owners 
have the tight to withdraw their holdings phy- 
sically from the co-operative farm But it is atleast 
essential that if any one wishes to leave the farm, 
he should receive due compensation for the nghts 
finally surrendered by him In it ownership should 
not pass to the society as a whole ("i e the state) 
The detmition does not offer any solution for the 
condition when the intermediaries are abolished 
and the ownership rights in land vest in the state 
Will a society foiroed m that case for farming 
purposes be a co-operative farming society ? If the 
owner may not be allowed to withdraw his hold- 
ing physically from the co-operative farm, the 
complete tight of individual ownership would stand 
impaired Individual ownership is not the essence 
of co-operation The definition also implicitly 
believes that with workers getting differential 
wages efficiency is greater than that in the case of 
peasant proprietorship or better still, m the case 
of family-farming 


2 Syt Tarlok Singh, the author of ‘Poverty and 
Social Change ' 
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Take a third definition.^ Co-operative farm- 
ing IS voluntary and under democratic control. The 
policy IS not dictated from outside and^the indivi- 
dual enjoys freedom and initiative for work on the 
farm The workers receive wages according to 
prevailing rates and all profiK are distributed 
according to the land brought in Peasant pro- 
prietorship IS the ultimate aim Since we already 
have separate treatment of co-operative credit, 
purchase, insurance etc, co-operative farming 
should be taken to include such activities as joint 
reclamation, joint use of machines, ploughing, 
trenching, water raising and crop-protection But 
such activities as the paying of detailed attention 
to the plant from the time of sowing to harvesting, 
control of*pests, and the care of livestock should 
be left to the individual as be is best fitted for 
these 

These definitions indicate that different people 
are likely to view the matter from different angles 
trying to keep the conditions prevailing in their 
part of the country Realij the remedy lies m adop- 
ting different forms of the application of co-opera- 
tive principles to farming or better to agriculture 
The need of the hour is to try different forms and 
oee which is suitable for which area. The methods 
most suitable fo»- a particular area should be in- 
troduced there We will therefore discuss the 
various forms confining our attention to the right 
of ownership and the right of use 

3 Syt K C Ramafctishtian A vary useful article by 
him IS included as an appendix to this Chapter by the kind 
permission of the management o£ the fndtan Co-operattve 
Revieii’,,as it summarises the various experiments in regard 
to ]omt farming and brings out the essence of co-operative 
farming as given above. 
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Co-operation and Farming 

The application of co-operation to farming may 
take four forms Firstly, there may be individual 
owners^hip and individual operatorship, and the 
co-operative society may be organised from time to 
time to consolidate the holdings of the individual 
cultivators After the work of consolidation is 
over, the society may continue to guide the cultiva- 
tors and to supply productive requirements and 
services In other words, it may then take the form 
of a supply society It shall be very much the 
better farming society as contemplated by the Co- 
operative Planning Committee with the difference 
that the members shall not have to agree to follo'iv 
any plan of cultivation laid down by it , 

Secondly, there may be individual ownership 
and collective operatorship Such a society too 
shall not make any change in the tenurial system 
but would secure for its members the advantages of 
large scale farming 

Thirdly, there may be collective ownership 
and individual operatorship In this case the 
society may be organised where new land is brought 
under cultivation Thus if the colonies of cultivating 
ex-servicemen are created m India, they may form 
such a society A society may also be organised in re- 
gions already under cultivation provided the owners 
can be induced or compelled to exchange their rights 
for shares in the society or for cash. Case the 
members shall be their own landlords, which 
would mean fixity of tenure and free dom from the 
oppressions of the zamindar 
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Fourthly, there may be collective ownership 
and collective operatorship, in which case the 
workers on the farm shall be neither individual 
•owners nor individual cultivators The co-opera- 
tive society possesses a freehold or a leasehold 
on the land and uses its members as paid workers 
to cultivate the land according to its crop-plan 

Collective Owner-Operatorship 

It shall depend on the prevailing economic 
conditionsv the social customs and the psychological 
make-up of the people which of these forms can 
be successfully adopted. If there is too much love 
for land and if there are little prospects for simul- 
taneous and rapid non-agricultural employment, 
It may not be possible to organise a society for 
collective owner- operatorship, except in new land. 
In order to organise such societies for cultivated 
areas, compulsion shall have to be Used and employ- 
ment shall have to be found for a large number of 
persons who shall not be required on land. Such 
societies have been organised in Russia and although 
Jt has been possible tofind alternative employment, 
the efficiency of labour has been maintained but 
for the dictatorial management of the Kolkhoz 
Even so, the Soviet Government had to allot a 
homestead plot to each peasant family to keep up 
the interest of the villagers in the Kolkhoz land 
Yet the members are apt to get degraded into 
servants of the foreman and the farm-manager 
Incidentally, the circumstances under which col- 
lectivisation was introduced and the immediate 
resetrons of the peatarrtry-Granoc 6e ignored fncfia 
IS not prepared for such 3 revolutionary step. 
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Secondly* m Russia, just after coliectivisation, the 
peasants destroyed their animals, though deliberate 
sabotage is not the only explanation : each peasant 
might -well have naively assumed that animals for 
collective agriculture would be supplied, and that 
he might as well make what he could out of his 
own. However, m Amenca where such a dicta- 
torial method has not been adopted, it has been 
found that no matter what the wages are, the 
efficiency is not as great as in the case of a person 
working on his own farm Therefore, from the 
long period point of view collective ownerropera- 
torship IS undesirable 

Collective Owner-non-Operatorship 

In a society for collective ownership and in- 
dividual operatorship the problem would be "Who 
should be allowed a particular land on the death of 
a member The society would no doubt divide 
the land into economic units and allot one to each 
member on whose death it should revert to it. It 
may have full discretion to allot a holding to any 
capable person preferably from the family of the 
deceased In other words, the society would be 
granting to its members life tenancy Permanent 
tenancy can also be conferred In that case a ruler 
shall have to be made that the plot cannot be sub- 
divided and that the future cultivators of the plot 
would be decided upon with the approval of the- 
the society. The society mav also lay down that 
the plot cannot be mortgaged The society can 
chalk out a plan of cultivation to be followed by 
the members. It may offer othei facilities including 
marketing but it shall be at the option of the 
piembers whether to take advantage of it or not. 
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As already mentioned, such societies can be easily 
organised in culturable waste land and in newly 
opened land, but it shall be difficult to organise 
them in cultivated areas unless it is decided to 
establish them, through legal compulsion If in a 
province the State takes over the ownership rights 
It can easily create such societies 


Collective non-owner-operators 

But a society organised for collective operator- 
ship under individual ownership shall not only have 
a crop-plan and arrange for its own supplies and 
marketing but shall undertake cultivation The 
member-workers may be paid daily wages or on 
the piece-work basis In the case of the latter 
arrangement, a system of work-day-units may be 
evolved and adopted on the lines of the collective 
farms in Russia If a member will have the right 
to take out his land physically on withdrawal, an 
agreement may be made between the society and 
each member that if anv improvement IS made on 
his plot of land he will repay its cost when he 
ceases to belong to the societv The society may 
either distribute the produce to the members or 
sell the produce and distribute cash, or do both. In 
case It distributes the produce, the problem would 
arise ‘ At what rate should the different products 
be valued ^ Unless the society decides to provide 
each member with sufficient necessary food and 
non-food produce m lieu of the wages, the society 
would he woU -advised ±D-mar-kej' uitvd 

distribute cash A portion of the produce may be 
sold to consumers m the village specially to the 
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members and if possible at reduced rates. For 
sometime it would be desirable to adopt the system 
of cash wages and cash sales. Should the society 
find It difficult to make sales itself, it may work 
in co-operation with the nearest marketing society. 
Even so, if the number of members in the societj 
becomes large, any one member shall be apt to 
have less interest in work than he would if he had 
been working on a plot allotted to him permanently 
or for a long period. Thus even in this system in- 
efficiency IS likely to creep in , and this makes the 
system undesirable 


Of the four systems, the society based on in- 
dividual owner-operatorship appears to be in the 
nature of the preliminary stage and that for collec- 
tive ownership but individual operatorship seems to 
be the best from the long period pome of view It 
IS therefore advi-sable to consider some more points 
arising in that connection. If the society is organised 
in the cultivated areas, each member shall have to 
be given the right to withdraw.'* If a member does 
withdraw, it shall be fair that he be given.back the 
land or the value of the land that he surrendered 
But It may not be advisable to give back the same 


4 It IS possible to argue that if the cooperative farm- 
ing society proves raotc beaelicial to the tnember*, none 
of them would leave it But theoritically the possibilitj 
remains Also, it cannot be accepted that there will be 
no movement of person from agriculture to non-agricul- 
tural fields and vice versa A son of a coopetatoc may 
ihave a taste for urban jobs, may be more fit fornon- 
.agncultutal work or may like to cultivate individually 
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land as it is likely to affect the plan of the societv 
Hence the choice may be land elsewhere or cash*’ 

In the USSR withdraw al is similarly permitted 
but presumably to discourage withdrawals, the 
member cannot get back full value of the land 
surrendered On withdrawal a member- loses one- 
fourth and gets only three-fourths of what he 
brought in But the condition that the member 
cannot get his old land but * land elsewhere” whe’^- 
ever it may be available (it may be available in 
distant out of the way places or may not be avail- 
able at alU— -IS a sufficient punishment. Alter- 
natively, if the outgoing member wants land, he 
may be allotted a compact block equal to three- 
fourths of the originalland in value out of and at 
one end of the land belonging to the society Thi« 
does not mean that the flow of persons from non- 
agricultural fields to agriculture should be stopped 
Such an action would be against economy, equal 
opportunity and the best develooment of human 
personality For prospective pi rchasers land shall 
have to be made available though it may be a- 
a premium 

However, when voluntary withdrawal would 
be permitted, it may also be considered whether an 
individual with land should be allowed to become a 
member ‘ as of right” or “by election provided hi- 
interestis not considered to conflict with that of 
society.’ A State which creates such societies in 
cultivated areas through compulsion may weff fay 
It down that every such individual shall have the 
Jight to membership It is so in Russia, but the 
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co-opera«ve principle shall also work satisfactorily. 
It must also be considered what rights shall be en- 
joyed by one who thus brings land to the society. 
The member shall no doubt get a dividend propor- 
tional to the value of the land In addition he 
may be allowed the right to work, on the farm : 
but such a commitment shall not be in the interest 
of farming If all members are to be provided with 
work on the farm, it shall not be possible to bring 
about better organisation and technique of produc- 
tion which involve the use of labour-saving (and 
time-saving) devices It may however be possible- 
to give an understanding that work shall be pro- 
\ zded, if non-agncultural works arc also to be- 
organised by the same society 


One assumpnon that has been made in the- 
last paragraph is rhaf all owners of land are also 
workers on land We know that m India a large 
percentage of land is owned by non-cultivators 
Still the number of small landholders is large and 
so fat as they are concerned the argument of the 
last paragraph holds good But there is still a 
large number of non-owner c!ultivators wlio have 
heritable tenancy rights and even whete societies 
are formed for them it shall not be possible to 
provide for all of them in agriculture Hence, the 
only undertaking that can be given is to provide 
work, agricultural or non-agncultural. If tenants 
and owners of land engaged in agriculture are not 
provided with work in agriculture a great handicap 
IS hkely to face the promoters of the co-operative 
farming societies The peasant*: would simply 
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•dislike and may even boycott such innovations. 
The best solution to this, is, as is agreed to by the 
Co-operative Planning Committee also, “to get the 
scheme successfully working in a few villages 
in each Tehsil and then give the widest publicity 
in the form of leaflets and wall notices, to the 
economic benefits obtained, at the same time urg- 
ing the peasants of neighbouring villages to visit 
the experiment and satisfy themselves on the spot. ’ 
These experiments should be conducted not onlv 
with regard to any one form of co-operative farm- 
ing society but all the four types of the societies. 



APPENDIX 1 TO CHAPTER VI 
WHAT IS CO-OPERATIVE FARMING 
A REVIEW OF EXPERIMENTS 
BY 

K C Ramakrishnan 

Co operative farming figures conspicuously 
among the plans of post-war development of agri- 
culture But the term has been used in different 
aenses, some of them alien to the spirit and tradi 
tion of co-operacion Even with co-operators, it 
seems to be an elastic concept It is worthwhile 
noting in what senses it has been used in the- 
past and is still being used and come to an under- 
standing as to the sense m which co-operators at 
last should use the term. 

It IS obviously wrong to call farming co- 
operative, if It is earned on mdependeatix by 
individual owners or tenants, who come together 
"and orga'hizc not the whole or any part of the 
actual process of fanning as a joint enterpnse, 
but only the supply of credit agriculture or 
'domestic requirements, the processing and market- 
ing of produce These are comparatively_easier 
forms of co-operation, in which a high degre e ol 
success has been achieved, if not m Ii^ia yet, _in 
countries abroad However much these may aid 

*Reprinted from Indian Cooperative Review. April* 
June 1946 
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.,™,ng.thcycan^^ 
other hand, It has ^ee carrying 

’"Stn -Sually is a non of 

on rultivatio mentioned above, 

co-operation in ^ j countries have be- 

"'Sous The agrarian movements of the 
“”ntie?h century in sLthern and eastern Europe 
twentieth century eminent co-opera- 

all point this ay should 

tots who hold ttat It s ^ to do joint 

not be Dr C R Eay, Chairman 

*of™he®HorLe Plunkett T^unditioh asserts 

“ro-oDeration does not extend to the act of 
a To-oDetative agriculture does not mean 
Sa S ™ut independently operated 
linked together co-operatively to credit. 

T f^r nrocessing sale of produce etc 
'^IPFS'EutopT haTp^S to'^ the hilt that 

’^^SSto^egrL of technical excellence is entire- 
tne nig -familv farming, but on condi- 

’""Xf irthe iS nnm the subject of 
“°".a stage guardianship and (n) individual, 
faSy eftot IS supplemented by group effort m 
purchase, processing sale etc 

The role of agricultural co-opetation has been 
delimited as follows by an AmeBCanJSIter . 

The real mission of agricultural co-operation 
r to bring about a fundamental reconstruc- 
tion of tL Wne^eg ime but rather t o save 

ItoJSook of AgnculturilCo-opcration- 1943-44, 

pp 63 64 
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the farmer from the disabilities entailed by the 
size of his business and his lack of training in 
the ways of a commercial civilization It attempts 
not to displace but merely to perfect the 
economic order. ^ - 


"Because of the individualism of the farmer 
there are only rare cases of collective culti\ation 
of the soil With the exception of a few ins- 
tances in Italy and Russia, which are the result 
of peculiar circumstances, one would search in 
vam for genuine examples of co-operative farm* 
mg.”^ 


Co-opeiative and Communist Colonies 


We do not find m the history of the co- 
operative movement such a clear cut notion ot 
the limits to which co-operation could go A 
number of experiments have been tried, Some 
of them by the pioneers of the movement, at 
co-operative farming m the sense of joint culti 
vacion of land owned or rented m common bs’ 
the members, o, 

Some of them went to the extent of abolish- 
ing private property in land, in the belief that 
_gropexty was the chief cause of dissensions 
among men Some insisted” not only on joint 
cultivation of land pooled together but on the 
distribution of in^me Recording to wor l^dope^ 
or even according’ to needs. There were a few 
who went still furtKcr’and prescribed community 
of dwelling and of coi^ umption Among them 
the essentially rehgiour communities founded by 
■'2 Encyclopaedia of Social Sciences. Vol. 1, p 521 
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the Jesuits and Quakers were the longest-lued 
because of the habit of discipline and obedience 
to St Paul’s command* ‘Bear ye one another's 
burdens ” -utt*** 

^here were agrarian communities called 
“ Enclaves ** in America “ little socialistic islands 
emerging from a capitalistic ocean. * where owner- * 
ship of land alone was common, but not that of 
an> thing else The land was divided into shares 
and assigned to members for a long period of years, 
each holder being fre** to live as he pleases and 
reap what he has sown In spite of this it was 
admitted that “ the colonists do not put the same 
energy into their work as the neighbouring peasants 
do Such IS the power of permanent ownership 
of land by individuals * 

The Zionist colonies m Palestine founded m 
the course qf the last sixty years for the benefit of 
Jews were of all types ‘from individualistic to 
communistic, and have passed through every inter- 
mediate stage of co-operation ” Though they have 
done Temarkably well on the whole, developing the 
tracts taken up for cultivation, they hSve had to 
depend too much on the support of foreign govern- 
ments, and the Jewish National Fund subscribed 
for by the rich^ philanthropic Jews j abroad, j^to be 
considered selt-supporting ^ and Therefore entitled 
to be deemed truly co-operdtive ’ ic c 

Almost all the societies, co-operative or Tom-'' 
munist, (not much distinction ^was drawn”' between 
the two) were founded not “'by common men (like 
the Pioneers of the Rochdale Store)) blit 'by in- 
tellectual or religious leader*, whose aim was to 
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“ create an enviTonment in which they could find 
satisfaction for that lofty need of justice and 
freedom ” which they could not find in the world 
as It was and to “ remove class inequality which 
was the principal cause of social strife and to 
abolish the mam factor in producing that in- 
equality, VIZ , the pursuit of profit ” They wished 
to make conditions of work easier and pleasanter 
by making all members do some useful work and 
by doing away with the needless goods and services. 
As Charles Gide says, these are worthy ideals but 
are capable of being realised without going so far 
as communism or collectivism, which sacrifices 
family life and individual liberty. The intellectuals 
as well as the religious disciples indeed got on 
better as a rule m these colonies, generally founded 
in foreign countries, than the proletarian followers 
who would not put up with difficulties and were 
less energetic as workers and more exacting as 
consumers They indulged in quarrels and made 
life miserable for themselves and others and ruined 
the societies The hope had to be abandoned that 
men would be changed by environment- What 
was needed was the creation of new men with 
ethical and spiritual qualities which are of the first 
importance in community life* 

ni. Consumers' Co-operative Farming 
Co-operative farming has been conceived m a 
different sense altogether by the leaders of the 
consumers' movement, particularly zn Great Britain, 
who developed in the closing quarter of the last cen- 

* Charles Gide, Ccmmxatist end Co operative Cohmes, 
Conclusion 
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turv an ideology opposed to that of the agricultural 
producers’ movement which was growing strong m 
Europe They believed that productiqn^m agricul- 
ture as well as in industry couTd*”be carried on 
^efficiently, and distribution done equitably, not bv 
small struggling peasants nor by middlemen farmer*; 
but by consumers coming together in a co-operative 
■orgam^m^ ^ national scale and carryTng on 
farming on a large scale and on scientific lines as a 
branch of their manifold activities by wage-paid 
workers. Originally the Pioneers of the movement 
had intended to take up farming a» a side line on a 
small scale with a view to providing employment 
for members thrown out of work in factories In 
this they did not succeed, nor were they serious 
But the attitude became more aggressive and com- 
petitive as the agricultural movement developed all 
over Europe 

The_CQ-oper^ive Wholesales of England dnd 
Scotland Have invested capital, and carried on some 
notable agricultural enterprises— dairy farms, 

piggeries etc — not only at home, but also in 
Ireland and Denmark More remarkable are their 
joint enterprises in the wheat farms of Canada and 
the tea estates in Ceylon and Malabar, which arf’ 
earned on with wage-paid native labour just like 
any jomt-stock enterprise. None of these has 
been a conspicuous success financially or co- 
operatively After alienating the sympathies of 
fellow co-operators in thcagncnltural field, they 
h'z.ve is- vuses tja vpAh ihe 

agricultural co-operative wholesales so far as the 
bulk of agricultural products are concerned 
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Committees ^or inter-co-opcrative relations have 
been set up at national and international levels 
There is at present a better understanding among 
the leaders of the consumers' movement that farm- 
ing is best carried on when ic is self-directrd by 
the Cultivator himself and not managed from above, 
though he may need a lot of help in other 
directions \ 

IV Joint Leasing Societies 
Among the earlj experiments tried by co- 
operators w as the joint leasing of lands by a society 
for would-be-tenant members from some big 
landlords who were induced to rent out their lands 
to the society partly out of sympathy for actual 
tillers of the soil and partlv out of a feeling of 
convenience in dealing with a «ociety vhich would 
stand security for members instead of with a 
number of farmers. The most notable example 
was that of the enterprise at Ralahine which how- 
ever failed— not because of any fault of the 
members or the'society but because of the bank- 
ruptcy of the landlord, whose land was attached by 
creditors "Trie modern co-operative Small Holding 
Association has been successfully leasing farm land 
from landlords and subdividing it m smaller lots to 
members for individual cultivation itself guarantee- 
ing rent payment to the landlords A nlimber of 
societies of this type were functioning in several 
countries in Europe before the war, side by side 
with the land reforms breaking up the big estates. 
The Af^tanze Collecttte of Italy v ere landholding 
. — 

9fl * Report of the American Committee on European Co- 
oi^ation, ^ 
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and operating syndicate*! which acquired or leased 
and operated land as a whole on a share or cash 
rental basis They invested working capital and 
took risks They sometimes subdivided and leased 
pieces of land to different members who wished to 
carry on cultivation of theic own’ 

The effect of the agrarian movement from 
187p to 1925 in favour of small holding with 
ownership or security of tenure was to multiply 
such holdings and link them together in co- 
operative organizations tor purposes other than 
actual farming Many of these small holders, and 
some large farmers too who were helped to buy up 
the farms they had been cultivating on lease 
involved themselves in debt which they were 
■not able to redeem when prices of produce fell 
They had pledged rhem^elves up to the hilt and 
were not able to borrow enough working capital 
Meanwhile there nas steady progress m the science 
and technique ot agriculture and in the invention 
of machinerv which required for their full effects 
to be seen larger sized farm’: especially in the 
cultivation ot cereals Peasant proprietors were 
c mservative by instinct or by the influence of 
environment The sentiment in their favour gave 
way, even in a conser\ativ€ country like England, 
to nationalisation of land and mechanisation of 
agriculture 

V. Collective Farming in U S S. R. 

In Soviet Rtxssia thci;e were other forces 

^ Encvclojjfledm of Soaat Swjices Vol 1, p. 516 Co- 
overoXxjz Orfiomsations end Pojtiyar Relief (1 L O ) p 73 
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which impelled immediate action in favour of 
nationalisation of land and collectivisation of 
farming Most of the tillers of soil, who had been 
before the Bolshevik revolution semi-feudal serfs, 
though emancipated from serfdom and allowed to 
occupy the lands they had been cultivating, were 
not permitted to become peasant proprietors as in 
other European countries, much as they would 
have lihed to do. Lenin and his followers were 
keen on abolishing private property in land as well 
as in other means of production and the convcr- 
tion of old holdings into collective farms for carry- 
ing on cultivation jointly and on a large scale, using 
electric power, tractors, harvesters, etc His aim 
was not only to change the mentality of the peasant 
opposed to the revolution but to produce more 
food crops and raw materials to feed the industrial 
workers and large-scale industries and to direct the 
surplus labour on land to such industries Immense 
were the difficulties he had to encounter, but his 
plan succeeded, even if he did not live to see it, 
because of the power of the State and the enormous 
natural resources of the country and negatively 
because of the lack of any tradition of peasant 
proprietorship in Russia. 

Collective farming, as it is practised in 
U S S.R , IS by no means the logical development of 
co-operative farming. It is really different from it. 
Collective farming IS built on the basis of common 
ownership of land and common cultivation of land 
by all the members They are to surrender their 
individual rights of ownership and of cultivation, 
-if they had any. In co-operative farming members 
continue' to be owners of the land they have agreed 
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to pool together for the purpose of farming for a 
specified penod or for ever Co-operative farming 
IS an entirely voluntary organisation, though no 
one has a right to be admitted to membership as a 
matter ot course In collective farming on the 
other hand every landholder or the cultivator m a 
locality has a right to membership ; but it is doubt- 
ful if he has any option to stay away Only less 
than 4 per cent of cultivators are said to remain 
aloof Farming is earned on here on a large scale 
with the use of power and machinery according 
to a plan laid out by the State from which only 
slight deviation would be permitted to the con- 
trolling body Co-operative farming is more in- 
dependent and permits no interference The 
worker® on the collective farm receive as their 
remuneration a share of the total income after 
payment is made for seeds, manures, implements 
and machinery and a contribution is paid to the 
State the share of which has been steadily reduced 
The remuneration is distributed among different 
workers according to the quantity and quality of 
work turned out, of which a record is kept ; and 
no discrimination is made against women who are 
engaged in many jobs including the driving of 
tractors Co operative farming pays wages to 
workers wnether members are n6t at prevailing 
rates and distributes net profits according to the 
value of the land contributed 

In fact comparisons are not fair between the 
two, as CO operative farming is still in the region 
of experiment , it has been attempted only on a 
small scale and in a sporadic way here and there. 
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while collective farming has been earned on a 
colossal scale and claims tremendous achievements 
Before the war, there were a quarter of million 
collective farms, engaging 20 million farm families 
employing half a million tractors, which ploughed 
up three-fourths of the land of U S S.R Thanks 
to the collective farms, the crop area of the country 
increased by 75 million acres and the gram har- 
vested exceeded 7,000 million poods as against 5,000 
million poods of Tsanst Russia. The system, it is 
qlaimed, has wiped out the slovenly farming on 
scattered strips of land, eliminated a multitude of 
crying wastes in seed, human and animal labour, 
raised the fertility of soil, weeded out the scrub 
breeds of stock and replaced them by the best 
breeds The war indeed would not have been 
won, nor recouping been so rapid without the 
collective farms'^ One development, however is 
particularly noteworthy, the concession to the 
instinct of possession of individual members of the 
collective farm Each member can have a dwelling 
house for his family, a plot of land not exceeding 

2 4 acres as garden land attiched to the house 2 or 

3 cows, 2 or 3 pigs, 20 sheep and poultry which he 
can rear, and he can sell them or their products in 
exchange for consumers’ goods at the market It 
'lias been estimated that 60 per cent of the cows 
'and over 50 per cent of pigs and sheep are privately 
owned. 

VI Experiments in Joint Farming in India 
All this IS remarkable, almost incredible, but it 

^ Year-Book of AgricuitvTal Cooveration, (N B»rou), 
1943-44, p 155 
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IS very doubtful if^he system can be^adopted in a 
country'hke India'wedded to a capitalist economy, 
where the tradition' of nnvate ownership or occu- 
pancy of land “in «'maU bits has grown too strong in 
the last hundred years.^ 

Expenmenfs at Some form or other of co- 
operative farihing reviewed above have been rare 
in India, and the few chat have been tried have not 
been promisin§^ There is still a vague faith in 
co-operative 'farming as the remedy for many a 
rural ill. It has yet to be realised that no hind of 
co-operative farming can succeed without some 
basic reforms in our rural economy 

For over twenty years now, societies have been 
organised in the ^^dlPS^Presidencv to enable 
landless labourers td^btam lands on long lease to 
be divided among the members for individual 
cultivation. They were called societies for joint 
farming , perhaps because it was intended to pur- 
cha se cattle atjj m pr oved ploughs toJhe-used in 
^tltn by'rnemHersrwho could not each get a holdmg 
big enough to suppoit an expensive plough and 
a pair of bullocks Such societies were formed 
specially for the depressed class labourers who used 
to be engaged as tenants-at-will by the bigger 
farmers to whom alone the big landlords, indivi- 
duals as well as institutions like temples and mutts 
would entrust their lands on lease for ^ number of 
years, three or five at a stretch These tenants at- 
will with a precarious tenure were little better 
than wage paid labourers; they were in fact share- 
croppers receiving a'dvances of seed, grain, manures 
and the like from the big fatroeis and agreed to pay 
a high share of the produce 
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There was no joint fanning done by these 
societies or by tixose which were organised in the 
deltas of the Kis^a and Godav^I where poor 
labourers were allowed to take up for cultivation 
what are known as Lanka lands, which are quite 
ferule but liable to be'suhnaerged by floods Some 
of these societies did remarkably well on account 
of the leadership of a prominent local co operator 
and the vigilance exercised by him and his staff. 

An experiment in what was called co-operative 
farming was tried in Nadia district, an Bengal bv 
an enthusiastic District Collector Pieces of land 
were taken on lease from some local landholders, 
and they were consolidated into a few compact 
blocks of decent size, each of which was entrusted 
to some cultivators not all the'crigmal owners of 
the pieces of land The aim was to find out, and 
demonstrate it successful the economies of cultiva- 
tion on a consolidated larger holding instead of on 
small scattered plots with a view to induce the 
owners of the latter to get their holdings con- 
solidated It is a case of persuasion by demonstra- 
tion rather than by mere arguments of authorities 
The results were said to be encouraging by the 
inspirer and organiser of the scheme and it received 
wide publicity But we regret to learn that the 
experiment was not continued on account of the 
transfer of the District Collector and the lack of 
enthusiasm of local men* 

The authors of the Bombay Plan of Economic 
’ Co operative Farming By S K Diy 
* Vide The Indian Cooperative Review, 1946. Pt I pp 
96 97 
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Development advocated some such scheme of ‘Co- 
operative farming’ though they contemplated 
‘some measure of compulsion* for carrying it 
through What they wanted was consolidation of 
cropping on holdings which were pooled for a 
temporary penod “ without depriving the cultiva- 
tors of their right of ownership of the existing 
holdings” Such experiments are not likely to 
lead to enduring results, and they can only post- 
pone the carrying out of the only solution for the 
evil of excessive fragmentation and subdivision — 
the pooling of all pieces of land, by compulsion if 
necessary, and their restr.pment and distribution 
in compact blocks, none of a size too small for 
engaging the labour of a cultivator and his family,. 
Rights of ownership may be respected and borne 
m mind in the reallocation of holdings and their 
\aluation, but there should be no insistence on 
restoring particular pieces of land to original 
owners nor should the latter be compelled to 
cultivate their own holdings 

It IS not necessary in the interests of agricul- 
tural efficiency that everv piece of land should be 
cultivated only and always by its owner While 
preference should be given to owmer cultivators m 
new assignment of lands it must be recognised 
that there arc occasions when owners of old lands 
roav have to entrust their lands to tenants fora 
while, if not for ever, eg, widow's and minors- 
belonging to cultivating families There are again, 
certain crops which are best cultivated by tenants 
with special shill and experience but cannot be 
cultiv ated year after year on the same land— crops 
like plantains, sugarcane betel-vine. These tenants 
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are^not anxious to stick on to a particular piece 
of land and try other crops They are more 
anxious to take on JeaSe different pieces of land 
and try their crops on^theni A society of tenants 
might indeed do a great seivice to them by the 
joint leasing of lands and distributing the same to 
individual cultivators. Some parts of farming like 
the digging of trenches and ndge-ploughing might 
well be attempted by the society itself In fact, it 
has long been the custom for berel-vine cultiv'ators 
in parts of Madras, who require just a few cents of 
land each fo take on joint lease a large area and 
-also perform some other services before subdividing 
It among themselves for cultivation of the vine 

VII Land Colonisation Societies in Madras 

Land colonisation societies m Madras have 
been hailed by some as co-operative farming The 
societies have been organised m the last twenty 
years mostly for the benefit of the depressed classes 
who are generally landless labourers The idea is to 
settle them on land classed as cultivable officially, 
but has not been taken up for cultivation, for one 
reason or another A lot of help has to be given 
to induce people to settle j clearance of scrub 
jungle laying of roads digging of wells for drink- 
ing water, the erection of huts for dwelling, etc 
The Government of Madras gave a lot of help in 
these matters, and gave each of the settlers a five- 
-acre compact plot to be brought under cultivation 
But only dry cultivation was possible, as it was 
beyond the means of anyone of these poor settlers 
ito dig a well, 'Each colony had a co-operative 
society which raised or obtained funds from the 
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Government or fe 

^L'nts fnd seSs’but not for the pur- 

p^^toT^ntcntavatron Thetec^^^^^ 

In fact some , aesetted because of the ravages 

°f Salaiia The^settlers havmg had a taste of that 
of malaria. i original homes and resume 

disease^go bach to their ongma^^r„nts 

their °™g ^jhev ate loath to surrender their 
labourer. B ' j the colony. 

They come and plough, sow seeds and go away 
intrHstinfi the growing crop to one or other of 
who confuue to live in the colony and 
?o°m^%ackagain only^teapa^ 

wXchosL Several of them continue “bafarm 

rptc:';rtS^^^ 

cannot provide enough work te a cultivator and 

hirfamily except for some days in the year— 
uerhans 40 or 50 days.' If each five-acre plot had 
fwell there would be little excuse for. the settlers 
?o absent themselves . A garden land of five acres 
wouU provide enough work practically all through 
would P ^ f 1 nnd provide much 

tTp“odu”e than what IS needed for theit stan- 
dard of living. 
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VUI. Conclusion 

Td Sum up past expenence, farming carried 
on as a joint enterprise on orthodox co-operative 
lines has been very rare indeed Attempts made in 
the name c£ co-operation, but deviating from its 
accepted principles, have not been successful either 
Collective farming of U.S S R may be a material 
success ; but it is not co operative farming It is 
not voluntary , it gives little freedom or initiative 
to the individual working on the farm. The 
control of joint enterprise is authoritarian, not 
democratic, and policy is dictated from outside 
The worker can have none of the joy or pride of 
possession and the stimulus for work and resource- 
fulness associated with peasant-proprietorship, 
though not all smaIlholde^^ exhibit these qualities 
Most of the schemes of farming tried by co* 
operators abroad aimed at the acquisition, ultima- 
tely if not immediately, ot an independent status 
for each member as a peasant-proprietor or tenant 
with well-secured occupancy rights. But little has 
been attempted or achieved on these lines m India. 

Joint farming on co-operative lines right 
through all operations may not' be necessary, or 
aasy to work in India, and it has not been easy 
anywhere else. There is, however, scope for joint 
andeavour by co-operatively minded farmers at 
particular stages of farming. For instance, on 
lands newly taken up for cultivation, reclamation 
would be greatly facilitated by joint effort, while 
individuals might well despair of any achievement 
The use of tractors, road-graders, bull-dozers and 
heavy sub-soil ploughs is beyond the means of 
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wo3d bf m 

? nlnaahme by tractors, digging trenches in the 
deep-ploughing y i-,„tain, lifting water from 
fields of sugar-can P of crops from 

wells '’y antmals and in the harvesting 

boars and other w Id animals^^^^^^^^ the other 

and processing at f^ntion sowing to 

hand, of certain pests and care of 

harvesting, the lo individual cultivators 

livestock supply of credit, and 

themselves A insurance, there can be no 

sutaitute for co-operative activity, at any rate 
fofsSolders. But this is not co-operative 

"'““Kin partial co-opctative farming, nay any 
form of co-opetanon^^^^^^ 

excessive sub^ vision^and^^ holdings should be 

dealt with “fst would engage the 

froS^oValltiv-ator anThis family. Rent should 
be fiacd at reasonable rates and security for tenants 
assured on certain condinons Landless laboured 
assurea needed at certain times, should be 

Enabled to get at l east living wages The agency 

^-^T^r similar work 

and 'Land-leasing Co opnatives^i^ 'The Work of the U S 

Farm £ 0^0 Admiont'^o”- in the 7n,en.a..ono! Laic, 
^evieiv. ]an-]une. 1941 
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tliat can take Up all this wotyis theireconstituterf 

village cammunity with its PanchaiaC "n wS 
all elements-Iand-owners, tc'nants, hbou?e" aS 
consumers— should be represented The details of 
the constitution and functioning of such a body are 
beyond the scope of this articJe“ ^ 

Vide Tarlok Smgh’s Poverty ani Sou.ial Change 



CHAPTER VII 

BETTER LIVING SOCIETIES 
Better Uvmg involves sacrifice, thrift and the 
defying of public opinion This cannot be secured 
through legislation An organisation of the in- 
habitants of a locality or region which has a volun- 
tary binding on the members to observe the rules 
and decisions taken by it alone can bring about an 
improvement in the life of the members In a 
better living society the members bind themselves 
to abide by the rules of the society and in the case 
of default or infringement agree to pay a penalty 
which may be imposed by the society It is a me- 
thod of bringing about compulsion through co- 
operation— the best method to change the habits 
and customs of conservative and superstitious 
villagers who would suspect e\ ery move b) the 
State 

Importance 

There was a time when it was considered that 
CO operative credit societies should be organised 
first because credit touches the whole of a man’s 
life and would therefore easily draw people toge- 
ther for their common purposes The problem of 
credit— rather the problem of indebtedness — is not 
so important today The great danger is that the 
agriculturist may continue to be a spendthrift and 
once again fall into the rut of pre war poverty He 
must be taught at th s stage a decent and fair me- 
thod of expenditure When the better living 
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societies were organised in the thirties a common 
question put by the villagers to the organisers oL 
such societies was ‘Where were you when our 
pockets were tull ? What is the use of your sermon 
when we are broken ’’ This is again the time when 
the pockets of the villagers are, comparatively 
speaking, more full, and if a precaution is not taken 
at this stage in the shape of a drive for the establish- 
ment of better living soacties, the villagers shall 
spend their purchasing powers on unproductne 
Items 


Some Problems 

A controversy about the better living societies 
IS ‘Should not the function of the society be under* 
taken by the credit societies themselves firstly, 
because they have their common good fund and 
secondly, because it may be difficult to secure suffi- 
cient staff if CO operative societies are multiplied 
unnecessarily in the villages The credit societies 
may no doubt undertake better living activities to a 
certain extent but if it is found that the members of 
the managing committee ate likely to find the two 
fold duties too taxing, it shall be preferable to orga- 
nise better living societies separately These socie- 
ties may be helped financially by means of a grant 
from the common good fund 

Another objection about the better living soci- 
ety IS, ‘Why should it undertake such functions as 
removal of illiteracy, rural sanitation, medical relief 
and rural water supply which are really appropriate 
to the local and provincial authorities ^ They 
should not, but we would go a long way m giving 
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to these reforms and im'provements if instead 
off icial organisation there is some co-operat- 
of an otiiciai o g supervise these 

,ve organisation to ^ can, and should 

works. the help of co-operat- 

stand for state activg should give financial 

"maWva Jb,e the guidance and sup- 
ervision of Its expert staff 

Area of Operation 
The better hving^societ^^^^^^^^^^ 
ably ftganised where a number of societies 

to select a ' Ta^Toon as possible a union of 

’’tomfms fhernioTmay lay down some of 
these societies ^aten bv the member 

the common acticns^^tote^takejl^by^^th^^ 

rgrtthedecismnsoftlm^ 

:??oSeSiS^i;.nr^emhet.soc?et.es. 

As regards the area of operation and member- 

£SeLTormXTt^= 

Ae Tame religion, caste or tribe. M the society, is 
caste, its area of operation 
mTv exterd toVnumberof villages In any case 
t” e areTTf operation should be such that the mem- 
bers sSu come lu contact with each other and shall 
be in rposition to watch whether certain rules of 
*c society ate being violated by any member (s) 
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Compulsion nnd Fines 

It IS also necessary that, like any other co- 
operative society, the bettet living society should 
not be organised through compulsion by the govern- 
ment employees or by the landlords In the begin- 
ning they should not frame radical rules otherwise 
they shall be easily violated on account of their ex- 
treme character The rules should be such as shall 
make a slow change in the habits and customs of 
the members and which shall be easy to observe 
As regards the penalty to be iofheted. it is contro- 
versial whether every breach of the rules of the 
society should mean a fine Iti« true that no in- 
fringement of the rules should be overlooked and m 
case a fine is imposed, it should be ngidly realised 
The levying of hnesshould not be biassed and fre- 
quent, otherwise the villagers shall lose their interest 
in the society It shall pay more to bring about a 
social compulsion so that breaches shall be less in 
number In certain cases it may be desirable to let 
off the offender after a proper scolding or after he 
has offered his regrets and asked for the pardon of 
the members of the committee For a proper in- 
fliction of penalties, the managing committee should 
have only efficient, keen and unbiased persons, 
who should be replaced or re elected only at the 
general meetings 

j ** Fund / 

/ The funds of the better living society may be 
d^erived from such sources as (1) entrance fee, (2) 
4nnual membership contribution financial 

grant from the government and out ofythe 
common good fund of the credit societies, (4) do- 
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nations and (5)"Tines The society should not take 
loans nor accept deposits 

State Aid 

So far as the state is concerned, it may 
two facilities via , a financial grant and ^uPPly “ 
organisational and supervisory ability in the form 
of co-operation by the staff of the various develop- 
ment departments It maybe also 

times a state legislation banishing an 

mic social custom may be helpful . 

when the better living society has sufficiently po 
gtessed and has for its membership almost the whole 
ff the ViUage, the state may delegate to it the powers 

of thePanlh^yat under the Panchayat Act as was 

successfully expetimented upon in the Benares 
District (U P , India) some years ago 



CHAPTER vril 

CO-OPERATIVE CREDIT SOCIETIES 

Banks may be organised for profits, for public 
service or for mutual service A co-operative credit- 
association belongs to the last category It is the 
means to help the small man. It secures money 
for him by a shorter route and hence at a lower 
rate of interest. It helps to collect loanable funds 
which would otherwise lie idle in dark corners as 
also additional funds for no material security. 
Open book-keeping and the scope for thorough 
scrutiny and watch m respect of the purpose and 
use of the credit granted guarantees a productive 
and economic expenditure of the loan which other- 
wise cannot be expected of the small and ignorant 
man 

Like every other co-operative, ths credit asso- 
ciation is al'O a mutual society formed composed 
and governed by working people on the principle 
of equality The mutual service is rendered by 
accumulating the savings of members on easy terms 
of interest and repajment The surplus of the 
business is either placed to reserves or distributed 
among the depositor", borrowers and shareholders 
or IS spent on cultural and co operative endeavour 
for the benefit of the working people The asso- 
ciation also uses the joint responsibility of the 
meToheis as a secuntj for loans from outside 
sources 

The credit associations may be divided into 
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two broad catageries, vtz , (a) the credit society 
which collects loanable funds from its individual 
members and the co-operative banks, and uses them 
to give loans to the individual members, and (h) 
the co-operative banks which have the credit and 
non-ctedit societies of the region and sometimes 
even individuals, for their members and help to 
extend the services of the modem financial raachi- 
nerv to sections of population hitherto outside the 
scope of banking 

Credit Society 

In the credit society the shares are placed at 
a low figure and are payable m instalments The 
share capital is not fixed It increases and de- 
creasBi with membership The share capital con- 
tributed by the members is generally withdrawable 
at notice Whenever a new member is enlisted, 
an initiation fee is sometimes charged which is 
not paid back The credit society generally gives 
character-credit to the members at a moderate rate 
of interest and sometimes extends this facility 
even to the non-members The credit society 
shows preference to loan applications for smaller 
amounts so that the weaker may be helped first 
Before the loan is granted it is preferable to have 
the purpose scrutinised In general there should 
oe maintained a Haisiyat register which is revi-ied 
periodically indicating the extent to which credit 
can be allowed to any member such that it shall 
be within the repaying capaaty of the member 
In some credit societies they also have a committee 
to watch the use to which the credit allowed 
vs- vj/i Vfx hank. thn. ’/carri -ti -n. 'n> 
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being misused The committee is also to secure 
the repayment of the loan promptly 

The credit society particularly that formed in 
a ruril area is generally based on unlimited liability 
so that the members may automatically keep a 
watch on what other members are doing and also 
to provide a security for getting funds from outside 
agencies In the urban areas the principle of 
limited liability may be followed either because the 
members are not likely to come in close contact of 
each other or because they are educated enough 
not to misuse the loan 

Of late the principle of unlimiied liability as 
applied to the credit societies in the rural areas 
has been questioned partly on the basis of the 
progress made in certain countries where limited 
liability has been a rule or where it has been 
subsequently adopted openly or virtually and 
partly on account of the slow progress made in 
certain countries where unlimited liability has 
been observed strictly*' However with a view to 

*In 1947 at the XVth Registrar s Conference B 
Rajen^’ra Prasad said TTic unlimited liability of members 
and the facilities for enforcing their cla ms created a facile 
complacency and loans were advanced which did not fall 
strictly within the obje ts for which they could be ad- 
van ed and hardly any checi was exercised on the 
utilisation of the loan by the debtor who very often used 
It for non productive purpose The natural consequence 
was strict enforcement of the rules tor realisation of the 
debt taking over of land in lieu of debt not only of the 
debtor but m many cases of others who had unwillingly 
assumed unlimited evability and had been too lary to sec to 
it that the debtor did not abuse the trust and thus throw 
their own liability arising out of their own impecuniousness 
on others It sums the situation in India well 



COOPERATIVE CREDJT SOCIETIES 


121 


provide an additional security both the limited and 
unlimited liabilities tend to be rcpbced by guaran- 
teed liability under which the liability of a member 
IS limited to a multiple of the share capital contri- 
buted by him. 

Co-operative Bank 

In the case of the co-operative bank, it is 
questioned whether individuals should be allowed 
to become members of the bank or not The 
answer is m the affirmative so far as the collection 
of more capital is concerned, although even in this 
respect It should be borne m mind that too much 
capital may not be desirable lest it may mean a 
dram on the bank by way of dividend But 
individual membership should not mean that the 
member can get a loan from the bank If it is 
difficult to make a rule to this effect, individual 
membership should not be allowed Individual 
membership is also undesirable from the point of 
view of voting power which in the case of the co- 
operativ.c bank is proportional to the number of 
shares There are two ways out of this difficulty. 
Either the maximum number of shares that an 
individual may hold should be fixed, or the number 
■of votes that may be exercised may be restricted 
Even in the case of the member-societies, if 
the voting power is proportional to the shares and 
if the societies are allowed to take up as many 
shares as they wish, it is possible that the bigger 
societies may weight the scale oJ ' democratic 
management. It is therefore suggested that the 
shares should be allotted in proportion to the 
number of members oi tbe individua'i society. 
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Then each society shall have voting power propor- 
tional to the members represented by it, and this 
would be democratic 

In the co-operative banks there is no member- 
ship fee The share capital is not withdrawable 
but only transferable In the short period it is 
fixed so that the membership cannot be increased 
with the same ease as in a credit society The co- 
operative bank may however issue additional 
capital and thus make it possible to increase the 
membership The principle of limited liability is 
generally followed As regards loans the preceduce 
described in the case of the credit societies applies 
to these banks also It is controversial and m my 
opinion too much to load the banks with super- 
vision audit and guidance of the societies, or 
entrust to them the function of organising co- 
operative education It does not however mean 
that the banks should not lend a helping hand in 
these directions 

In both the credit societies and the co-operative 
banks ic is essential that the association- should 
build up a material security in the form of a reserve 
fund and should make full efforts to build up as 
much of Its own resources as possible. Conse- 
quently a major portion of the profits should be 
induced to leave their dividends in the association 
Above all the management of the association ought 
to be in the hands of competent persons — persons 
who understand the principles of co-operation, 
who are just and who are moved by the spirit of 
service to others In general, we find many types 
of credit societies Of these three deserve special 
mention, viz , the Raiffeisen, the Schulze Dehtsch. 
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and the Luzzatti models. The details of these 
societies and their differences shall be dealt with in 
bnef now. 

The Raiffeisen Society 

Mo\ed by the poverty of the peasants.. 
Fredenck William Raiffeisen, a burgomaster in the 
district of Rhineland, first started a society among 
the poorest farmers to purchase corn, potato 
and cattle ; but he gave it up later in favour of a 
credit society for the peasants to which he himseU 
subscribed an initial fund of 6000 marks and which 
has become the chief model for credit societies or- 
ganised all over the world 

The ob]cct of a Raiffeisen societv is ‘‘ to im- 
prove the situation of its members both materially 
and morally, to take the necessary steps for the 
same, to obtain through the common guarantee the 
necessary capital for granting loans to members 
for the development of their business and their 
household, and to bring idle capital into productive 
use, for which purpose a savings banks will be 
attached to the society ” It is thus clear that the 
society was also to undertake even non-credit 
operations Its activities need not be restricted to 
the receiving and giving of credit, nt'r can it be 
said that if a separate arrangement for non-credit 
activities IS desirable from the poiiit of view of 
organisation and economy, it should not be had in 
a region where a credit society exists Raiffeisen 
did not want the credit societies to be merely 
single purpose societies It is bowevever possible 
that on account of the difficulties of efficient 
management the society may not find it desirable 
to take on more than a few other activities. 
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Originally, in the Raiffeisen society there 
■were no shares, nor was division of profit per- 
mitted. This for two reasons The poor villagers 
could not be expected to contribute any amount 
by way of share capital before they got any 
financial help from the society Secondly. Raiffeisen 
did not want the society to be worked in the 
interest of a few non borrowing share-holder' The 
Raiffeisen societies, however, had to issue share- 
capital after 1889, when the German government 
made it compulsory , but the share was valued at 
a very low figure (10—15 marks) and the dividend 
declared at the annual meetings never exceeded 
one penny per share 

It would be noted from the object of the 
society that Raitfcisen laid stress on the moral 
position of the members The two main conditions 
■for entry -were that the member should be trust- 
worthy, and should consent to do the work of the 
society gratuitously so as to inculcate the spirit of 
self-sacrifice. The area of operation of the society 
was restricted to a village having about a thousand 
inhabitants so that it would ensure full mutual 
knowledge of the activities of the members and 
their financial position it was also considered to 
inspire the members to keep in view the prosperity 
of the whole village But this does not mean 
that there should be one society for one village. 
If the village is too small to allow a proper organi- 
sation of the activities of the society, it would be 
desirable to form a society for more than one 
village. 

The Raiffeisen society was to have unlimited 
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liability in order that the outsiders may be easily- 
induced to lend money to the society and, secondly, 
to make the members more watchful and careful 
in regard to the credit provided and the use to 
which the loan is put It presupposes that the 
members are fully aware of the ultimate con- 
sequence if such a society is liquidated. It is also 
presumed that if m the case of winding up of the 
iocrety the assets of individual members are used 
up to pay the outstanding creditors of the society, 
the assets shall be valued at a fair price If these 
conditions are no longer tound to exist or if the 
executive of a society works recklessly under the 
-wrong belief that unlimited liability >hall automa- 
tically put matters right, then it would be better 
if the liability is suitably modified Again, on the 
side of the suppliers of credit to the society, if it 
IS found that they are prepared to advance funds 
on account of better management, or proper control 
by the state, or some form of guarantee by the 
state, or merely because the societies have shown 
success, then unlimited liability would lose its 
force. Either it would not be enforced or it would 
be allowed to be held by a person m a number of 
societies simultaneously. It is also likely that it 
may be replaced by limited liability or guaranteed 
liability. 

However, in a Raiffeisen society a borrower 
IS to furnish a surety and to convince the society 
of his honesty and of the fact that the use to 
which he shall put the loan shall enable him to 
repay the loan. The idea behind asking a surety 
or two from among the members of the society is 
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and keep a personal wa'-ch on how the loan is 
spent The society has the option to recall the 
loan if It IS being misused The managing com- 
mittee IS to collect the instalments punctually on 
the due dates Of course the instalments are of 
low value and run for a number of years say up 
to ten years The loan carries a low rate of 
interest The sureties provided by the borrowing 
members have to be replaced if their financial 
position deteriorates during the currency of the 
loan 

Because of the existence of unlimited liability 
It IS only natural that the society should have the 
right to expel the member w horn it distrusts 

All the member* are to meet at least once a 
year At the annual meeting members are elected 
to a Council of Supervision and a Committee of 
Management It is also to inspect the accounts of 
the past year to settle the maximum amount that 
may be borrowed from outside sources and to fix 
the maximum credit that should be allowed to the 
different members of the society It also fixes the 
rate of interest to be charged on loans The surplus 
of the society was not to be distributed among the 
members but was to be allocated to an ordinary 
reserve fund and an indivisible reserve fund The 
former is to be used for ordinary contingencies 
The latter was to be deposited either with the 
government or with the central co operative bank 
and in the case of liquidation was to remain with 
the central co operative bank to be used later for 
the grant of a Foundation Fund to a newly orga 
nised societv 
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The Council of Supervision generally has five 
■members Its function is to scrutinise the loan 
application and to report on the membership 
applications. It also watches the use of the loan 
amount The Committee of Management is to 
meet once a weak to tranNact the regular business 
of the society 

All members including those on the Council 
and the Committee have to render honorary 
service A small payment was, however permitted 
by Raiffeisen for the accountant Later an 
honorarium has also been allowed for the chairman 
and other directors of the credit societies It must 
be noted that if emoluments are thus permitted, 
they should never be proportional to the profits or 
to the outstanding loans otherwise the individual 
interest of the receiver is likely to clash with the 
efficient and successful operation of the society 
Thus, for example, m India receivers have asked the 
debtors not to pay back the loan amounts so that 
the total outstanding loan may not decrease and 
thus cause a decrease in their emolument®; 

Another problem to be considered is that of 
the extent to which help should be taken of the 
state The original Raiffeisen society was to be 
independent of the state Later state help has 
been accepted though in general it is not demanded 
But in any country whete state aid or state control 
IS permitted, it should not b® allowed to take a 
form whiCh will encourage the members to neglect 
their own duties and leave the successful organisa- 
tion of the societies to the state officials If the 
stare aid fakes the form of full control as in India, 
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the head of the co operative department should 
not be one who is unacquainted with the environ 
ment and the temperament of the persons to be 
served by the societies nor should he be one whose 
guidance and advice shall be looked upon as rules 
and orders 

Schulze Detitsch Society 

Schulze Delitsch of Saxony saw the failure of 
state help to raise the standard ot living of the 
workers and petty traders and attempted to sub 
stituce CO operative for individualistic principles- 
to organi'ie capita’ As however the guild system 
was not yet dead and as the Germans of the time 
considered that sacrifice of isolation meant sacrifice 
of Independence he began by forming associations 
of traders and associations where members tv ere 
made to realise the importance and utihtv of co 
operative action 

Unlike Raiffeisen Schulze demanded of his 
members prior self sacrifice and thrift Each 
member had to pay an entrance fee and to pur 
chase a share of sufficiently high value He was 
howev er allowed to pay the sum by small instal 
ments Secondly though the character of each 
member was enquired into betore he was admitted 
to membetihip the emphasis on honesty was not 
as great as in the Raiffeisen societies Thirdly it 
was also not considered necessary to restrict the 
area of operation Fourthly salaried staff was kept 
to carry on tne business of the society The 
members of the Committee of Management and the 
Board of Supervision were also paid in the form of 
tee for attendance Fifthly there no sti pula - 
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tion for the repayment of the loan from the in-' 
vestment returns Lastly, the profits need not be 
compulsorily carried to reserve divisible or indivi- 
sible, though in practice about lO’fo has been put 
to reserve 

Before a loan is granted, the financial posi- 
tion of the borrower and the security offered by 
him are carefully considered Loan> are given out 
against bonJi, bills and mortgage, and generally 
two sureties are demanded from among the mem- 
bers of the society, excluding those on the Com- 
mittee of ilanagement and the Board of Super- 
vision The borrower is not required to declare 
the object of the loan but it is expected that the 
loan shall be used productively The term of the 
loan IS generally three to six months subject to a 
renewal for an equal period once or twice. 
The rate of interest may be as high as that 
charged by the private credit-suppliers for some 
but ultimately it should be reduced as fat as possi- 
ble No credit is granted to the members of 
the Committee of Management during their term 
of office 

The general meeting, held at least once a 
year, elects three members to the Committee of 
Management Members to a Board of Supervision 
are also elected • they control in some matters 
the action of the committee of Management The 
Board deals with the applications for loans, and 
audits the accounts. The general meeting also 
disposes off the net profift. About ten percent 
of Jt is‘allocated to reserve and the rest is divided 
among the j members according 'to ^ the paid up 
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share capital, Though each member is allowed 
only one voce, voting by proxy is permitted 

In the Schulze Delitsch societies of Germany 
the existence of dividends turned the members 
into dividend hunters who raised the rate of in- 
terest on loan and also the dividend on the 
shares to attract shareholders, but before long 
they realised that dividend-hunting is not the 
real aim Consequently, the rate of interest has 
been reduced, the dividend limited and the value 
of shares reduced by calling only a portion of the 
share capital 

There is a change even in regard to the 
method of business as well The model rule for 
security against loans is that the security may be 
faccii&hed by the ptovisiorv of one or more suceties, 
by the pledging of "sound claims' or by the pledging 
of good state -■ or other securities enjoying a quota- 
tion on the German Exchange Beside*, the 
society discounts bills for members, opens current 
account and transacts business m stocks and shares 
for the members on commission Cash credit 
accounts are also maintained for the members which 
may be renewed or closed every six month' 

Though originally the Schulze societies were 
formed with unlimited liability, limited liabili- 
ty has been since adopted in the case of tne 
urban credit societies This cuts across the neces- 
sity for mutual knowledge among the members, 
Also, the "business of the urban banks is more 
technical than personal So the greater the mem- 
bership, the greater shall be the safety of the 
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society and tbre business transacted by if ; hence 
lesser will be the proportion of the management 
cost and the livelihood of the staff being ill-paid 
and inefficient So long as the society is managed 
efficiently, the membership and the area of 
operation should not be limited 

But the difficulty arises m respect of the 
general meetings In the first instance it may be 
difficult to find a meeting place where the large 
number of members may be accommodated. What 
IS more important, a large gathering does not allow 
full and orderly deliberation There would be 
no troubles if lueo^bers do not turnup But that 
cannot be encouraged Active interest by the 
members 15 essential and some definite measures 
ought to be taken to rouse the interest of the 
members and to increase their attendance at 
the general meetings if they are found to 
become sleeping members Full participation 
by every member, calm and quiet deliberation 
as also the necessity to avoid unnecessary and 
short-sighted sentimental interference with the 
management call for the invention of a new 
method in the form of divisional meetings The 
area of operation m^ybe divided into suitable 
sections. A meeting may be heM in each section 
and identical resolutions and amendments may be 
discussed Any member of the society may 
attend and take part in all the sectional meetings 
but he may vote only once and generally at the 
meeting held in his section The votes of all the 
meetings may be added to find the view of the i 
jnajonty of the voters Another way would be to 
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substitute a delegate meeting for the general meet- 
ing Delegates may be elected by sectional groups 
and these delegates may meet the directors with 
all the privileges of the general meeting except 
that to dissolve the society 

Howe\eT Schulte societies hav e kept out ther 
poor and have not stood 'or moral and educational 
benefits Mutual help is not fostered and thrift is 
encouraged bj greater mone> returns It is more 
individualistic It does not subordinate the per- 
sonal interest to the fraternal interest It en- 
courasss the belief Cooperate when you are poor 
for "elf-preservation after some material means 
ha\e been accumulated let the selfish motive 
reigr supreme and throw self-sacrifice to the 
wind« 

The Luzzatti Society 

As protessor of economics at a technical insti- 
tute at Milan Luigi Luzzatti was moved by the 
high rate of interest charged by the jews and first 
experimented with friendly societies during 1^64- 
65 In 1866 he opened the Popolare Banca at 
Milan with a capital of 700 Lire which had its 
principles as a synthesis of those of the Raitfeisen 
and Schulze societies 

In the Luzzatti societies Only the honest and 
the reliable are to be admitted Each member has to 
take at least one share payable in ten instalments 
The value of the share is neither too low as m the 
Raiffeisen societies nor too high as in the Schulze 
societies and does not exceed fifty lire The 
principle of one man one vote ’ is- observed 
Limited liability was adopted and stjll continues 
^he reasons for limited liability were non- 
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recognition of Unlimited liability by^tbe Italian 
law of the time, and the prevalent distrust 
and difficulty of mutual knowledge among the 
urban pooulace Gratuitous service is esnect- 
ed of the member* Only the president the 
accountant and the cashier are to be paid on 
account of continuous and heavv work In the 
larger banks all th** office bearers are paid a salary 
and even a share in the profits 

The members assemble once a year to elect 
as many member* as can spare time for the council 
of management (Con*igUo) about 15—40 members 
for a loan committee (Coipitato di Sconto) mem- 
bers for the risk committee (Comitatodei Pi«chi) 
and three members for a board of appealCPrebiuiri) 
to the first The first manages the bu-iness of the 
society The second examines and reports on the 
applications for loan It also prepares a ’’egister 
(Castellato) showing the financial position and the 
credit to be allowed to the each member The 
Castellato is revised every three month* The third 
watches the use of credit allowed and secures 
prompt repayment JThc fourth hearts appeal* of 
the clients against decisions of bank officers A 
fifth body, the Sindaci. of three to five members is 
appointed every year by the Consiglio to meet at 
least once a week to supervise the daily busmens of 
the society 

The General meeung also disposes off the 
profits Although the Italian law calls for the 
allocation of only 57o of the profits to an indivisi- 
ble reserve in the Luzaatti societies it is not un- 
commoirto place 20— 25®/© of profits to reserve 
which IS not absorbed in the working capital* In 
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many societies it has risen above the share capital. 
A portion of the profits is also used to reduce the 
rate of interest on loans taken by the members i e. 
the borrowers also share the profits and m propor- 
tion to their borrowings Though a dividend is 
paid on the share capital, dividend hunting is not 
encouraged In fact the law itself has fixed a 
maximum rate of dividend at five percent 

Intending member borrowers must have paid 
half their share value and must offer material gua- 
rantees, which may be in the form of bonds, stocks, 
acceptances, and sometimes, even mortgage, if that 
would save the property of a member passing to an 
usurer The borrower must also pay up any debt 
incurred outside the society so that he may not 
have to serve two ccedit-masters. The rate of in- 
terests IS low and the term of the loan is generally 
three months subject to lenewal The loan may 
not be granted by the society m cash but in the 
form of an acceptance of a bill dran,n by the bor- 
ro’R er on the society which may then be discounted 
by the borrower with other banks If funds are 
limited, applications for small loans are preferred 

The society may also grant a loan of honour 
without interest to a 'poor but honest non-mem- 
ber It may help many to better their material 
po'?ition 

Besides, the society also maintains cash-credit 
transactions with the members, accej. ts savings bank 
deposits, discounts bills (including treasury bills) 
and warrants of payment, and holds articles in 
safe custody for the members 
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To provide themselves with money, the 
Luzsatti societies depend on shares, bills of ex- 
change and promissory notes Help may also come 
from the state in the form of a subsidy and the 
state may also undertake to pay interest on behalf 
of the borrowers to the extent of two to two-and- 
a-half percent In any case there are special faci- 
lities accorded to the credit societies in respect of 
agricultural credit And it must be said to the 
credit of the Italian societies that there exists a 
friendly relation between the urban and the 
rural societies Even the Luzzatti societies finance 
those in the countryside 

To sum up Luzzatti societies are more demo- 
cratic in administration prefer to give small 
loans and are not aggressive to the country banks 
Unlike the original Schulze societies these 
have unlimited liability and make use of bills to 
grant loans 



CHAPTER IX 

LAND MORTGAGE BANKS 

An ordinary co-operative credit 'ociety should 
not engage itself in long-term finances because the 
deposits and loans secured arc for short term 
Also in a credit society if sometimes a large sum 
becomes overdue it may be desirable to pass it to 
an institution which cannaittora longer period 
The«e two reasons point to the necessity for orga 
nising what have come to be Known as land mort 
gage banks 

So far as the primarv soc eties are concerned 
itis not es&ential to organise credit societies and 
land mortgage banks separately Credit for long 
term and otherwise may be granted by two dif 
terent sections of the same society Rather the 
paucity of personal and the necessity for multi pur 
pose societies call for such arrangement 

Personally, I think It is not essential even to 
have different organisations at the p-ovincial stage 
The same provincial coopecative bank can float 
short-term and long term loans 

Membership 

The membership of a land mortgage bank may 
include non borrowing and even distantly situated 
persons There ate two reasons for thi' Firstly 
if the membership is limited to the poor it shall 
not be possible to offer a sufficient security or 
attraction for long-term funds from outside. 
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Secondly, -the management of the bank calls for 
knowledge of finance, law and economics, and 
this may not be available with the poor *" It is, 
however, desirable that the membership should 
not be made compulsory for every land-owner in 
the area of operation of the bank Of course, no 
credit is to be allowed to one who is not a member 
Also, membership should not be understood to 
mean that as an applicant for loan the member 
shall be accomodated to the full extent of his 
demands 

As regards the share capital, one view 
has been that, as in the original Lands- 
chaften of Gecmany* there should be no 
shares so that the necessity to declare a dividend 
may notarise. But it is argued that the would- 
be^borrower must furnish some capital and should 
have an interest in the land mortgage bank To 
satisfy these requirements, it should be enough if 
if the borrower has purchased at least one share of 
the society I t is, however, possible that, in a 
certain country, there be a lixed ratio beT- 

ween the share capnal-ynU Ch^'rfEdftlillOWed to 
anv ^ member This may be lustiffed on two grounds 
Firsfly, It shall restrict the extent to which 
credit may be allowed to any member 
Secondly, the bank may be obtaining 
Its funds from a central institution, and the 
credit that it can secure bears a ratio to the share 

*In Madras the land mortgage banks with non-borrow- 
ing members are found to be more strict in their manage- 
ment. 

JncidentJy, it means that a person need not cease to he 
a member when he has repaid his debt to the society 
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capital. Thus if a bank cannot get from a central 
land mortgage bank funds exceeding twenty times 
the share capital, it may -demand of its member 
the maintenance of the same ratio But if the 
bank can raise funds otherwise, this may be done. 

It may be argued diat a person may borrow 
money from an outside agency, use it to purchase 
a share of a land mortgage bank, then secure a loan 
and pay off the outside agency out of it Should 
this happen, it would mean that money wort'' the 
value of a share has been deducted from the loan 
advanced by the bank In other words, that a 
certain sum has been advanced by the bank with- 
out any share capital But such argument is not 
quite relevant because the loan advanced has a 
security in the mortgage offered Though, there- 
fore, there may not be any objection to funds being 
secured by the bank from outside, the above is no 
reason for justifying attempt to dry up possible 
source of finance to the borrower from outside 
agencies Besides the attempt cannot be success- 
ful If the service of the society is more effficient 
then the borrower would themselves flock to it 

Liability 

Unlimited liability was previously preferred 
in the land mortgage banks This kept away the 
well-to-do people and in order to wm their sup- 
port the emphasis changed to guaranteed liability, 
in India these banks are organised on the basis of 
limited liability, and we may stick to it if and 
where it is found to attract valuable elements " 
which would bring sufficient share-capital 
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Granting Loans 

Th e loan granted mav he nn the basis of bo th 
t he value of land and the re oa^ng capacit y. The 
latter can be judged in the short period, but for 
long period purposes it is not suitable as it depends 
on a number of factors over which the borrower 
has no control We cannot also be sure of the 
productiv ty of land over a lor g period of about 
twenty years The valuation of land on the basis: 
of the market value is aUo undesirable as it will 
be subject to fluctuation due to various factors, 
such as speculation and capitalisation of current 
net income Yet this is a more practical basis 
As a safeguard the valuation may be revised from 
time to time, and the borrower m^~be~liable to 
give addition^ security ~it asked tor 

Some consider chat once the security is accep- 
ted, the bank accepts the risks connected with the 
fluctuations in the v ilue of the security It should 
therefore not be obligatory for the borrower to 
furnish additional security Yes but because the 
society IS a cooperative enterprise, there does not 
seem to be any harm if additional security may be 
demanded Of course any such clause is not to be 
worked technically and blindly. 

It I S the cooperatiYe spirit .again that lustifies 
t he practice of asking f^r two sureties so tfiat^a 
p ersonal watch may be kept on the borro w^ 

As regards the ratio of the debt to the valu e 
of th e~~ security, one ha lt'wouidl^e a 
two-thirds would be pre ferable but thrpp fnnrfbc 
TTOuld be rather excessive t n India iq 
seventy to seventy-fxve^s^r cent. 







The repayment of the loan must not be left 
tp_ the borrower The ins^Iments and the due 



■m argin of profit has been ieft between the borro w- 
ing Ip_ncling rates of interes t Bu t a fair retur n 
must be allowed to capit al and to the workers for 
efiicfency. Although, therefore, There should be no 
hankering after profit, a certain margin of surplus 





LAND MORTAGAGE BANKS- 

I L ImW succeeded m ra ising funds at Z. /„_ ^e 
tfiR nrimary bank^ is^ par ent, 
lendmg_ja^ e -- ° Governm ent 

should reduce Agri4ltural 

Finance Iu“nauee'^ recommended a final lend- 
ing rate of 4 ”/o 

a nd even the repayment 

T h ~ e use ot the loan m oney lor the 
.gi- g” Ueot productive 

repayment of t a of interest is lower, if 

indirectly if th instalments spread over a long 

S’Xn''me and if the new arrangement shall 

period of “™, ■ and less exploitation of the 

mean less ^shon nld debts are thus 

re'aX'lt Xet^r m view ofttep'ast'^plT^'t W 

oumSmgdebtAou^^^^^ 

may be sEnkd down by mutu 
was for the repayment of old -debt , 
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Statej It may be noted that both should not be 
allowed to work simultaneously in a region ; also, if 
boards are established by the State, they may work 
m co-operation with the land mortgage banks 
Loans may be arranged by the boards from a land 
mortgage bank to repay the reduced debt Personal- 
ly I would prefer compulsory scaling down of 
debt through boards established by the state 

In the case of loans for productive purpose, 
they may not necessarily b^toi land improvement 

Any long-term paying proposition may be con- 

sidered . may relate to 'irrigation, recl amatron. 
electrificationrr urtdnndustr ies or land improvement 
If tHiTiCldnifS be small and scattered, it may some- 
times be possible to make consolidation of holding 
a condition fot the giant of the loan, or-those with 
consolidate holdings may be given a preference 

It has been suggested that there should be 
a security to ^e loan given by thejand mort- 

gage bank m the form of insurance policy^ Should 
tfie borrower die, tne successors snail not be 
bothered about the payment of the balance ot 
the debt The responsibility shall be that of the 
insurance company The premium may be collect- 
ed by tbe bank for the insurance compaHT'~The 
policy may be foTthe whole amount efrhe loan, 
in which case the successor may even get some 
money after paying tbe balance due to the bank 
Alternatively the policy may be for dismort- 
gaging, so that the insurance company shall be 
Tesponsible only for tbe balance of unpaid loan. 
In so far as it promotes thrift, the suggestion may 
be adopted where possible. Two difftcnlt-ips m py 
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T3£ mentioned T he farmer may not be insuranc e^ 
minded and he may be unable to pay the loan 
instalment as well as the premium simultaneousl y 
Betore passing on to the qu^tion of securing 
funds, it must be mentioned that the policy of 
not issuing small loans is not necessarily always 
right If the members are likely to need or to 
borrow in small amounts, long-term loans in «ma]l 
amounts should be advanced The delay in advanc- 
ing loans should be minimised Any difficulty 
regarding the applicant’s title to land may prefer- 
ably be dealt with by adopting the system of a 
summary enquiry followed by a public notice 
requiring any contestant to raise objections within 
a stipulated time 
v/' 

Surplus Fund s 

Sometimes the mortgage banks come to have 
plethora of funds Of late this has been the 
situation in India It has been partly due to earh 
repayments and partly due to lack of demand for 
loans The cultivators are relutcant to take loans 
to make improvements in land Two reasons may 
be given They arc not sure that they shall enjoy 
the improvements. Also they do not have the 
necessary supplies facilities and schemes to make im- 
provements Hence it is desirable that the various 
development departments should combine with 
mortgage banks to provide the villagers with schemes, 
and funds. It may also be said that mortgage 
loans be allowed for road making irrigation hous- 
ing and even for capital equipment for multi- 
■putpase. s/ac’.eties. ptwvicd the. eg’dipmenu wcmld be 
offered as security, as already indicated above 




*This IS so in India, particularly because of the sad 
progress of the cooperative movement during the last 
forty years The publtcmay be suspicious even m regard 
to the central organisations. Therefore the Agricultural 
Finance Sab'Commitcee recommended the organisation of 
Agctcultucal Credit Corporations and Facm Credit Ad- 
mimscration but are not known to have recommended the 
formition of Farm Mortgage Corporation and Farm Land 
Banks as in U. S A They have however recommended 
liberal state aid It may be mentioned that the bonds of 
the FLB did not sell until the state guaranteed principal 
and interest In addition the bonds are tax-exempt 
Certain other concessions have also been given at time e g, 
suspension of instalment payments and bearing of the 
resultant loss by the State Incidentilly, though initially 
the FMC and FLB were to be ultimately self-administra- 
tive units, four out of seven directors of FLB are nomi- 
nated by the Governor of the FCA. who in turn is nomi- 
nated by the Federal Government. 
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land mortage b^ak or ^ he ce ntral banking instit u- 
tio n* of the country may gua^tee the debenHre s 
a'gain^t' u ndue tluctuations on account of chan^ gmg 
g DliCicaTsituation A minimumlimic dt time must 
be~sdt^ before which no debentures shall be redeem- 

ed and a maximum limit, when every debenture 
shall be redeemed If there is no minimum l^ it. 
l ong term investors may not invest in these^debe n- 
tu rea becauae ot the" probability ot ea^ repayment 

State-aid 

Lik e every other society the land mortgage 
banks shall also have to look to the~Stdl.e for felp. 

blcstly the~bahk czn be given certain rights Thus 

the bank officers may be given the title ” of Sta te 
officers so that they may be in a position to get 

•^Tha Reserve Bank of India, which is the central 
banking insncucion in India tries to >how that the ease of 
floating debentures or raising funds depends on the good 
will of the mortgage bank and on the way the loan is 
under written Hence it has not been prepared to accept 
the debentures of the mortgage bank as security under 
section 17 But ic forgets tnat this concession by the 
R’serve Bank is calculated to b* essential for goodwill and 
successful underwriting of th’ mo tgage debentures 
Failing Reserve Bank a guarantee by the Provincial 
Government would speed up the floating of debentures 
The Reserve Bank has not even given such an advice to 
the Provincial Governments Recently the Madras Govern- 
ment gave indications of better wisdom At the seventh 
conference of Land Mortgage Banks m Madras it was 
reiealed that ‘when the Government undertook to guaran- 
tee the debentures of the Central Land Mortgage Bank, 
the one reason which weighed most with the Government 
was that, otherwise, the Bank would have to pay higher 
rates of interest , One wishes the Reserve Bank and 
other Provincial Government could be as wise 
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full itifocmation about the property offered for 
mortgage speedily. The bank may have a first 
charge on the produce of the land and other mov- 
able goods. In case the member is also a member of 
a primary society, the first charge may be 
o t the primary society and the second chjrse oF the 
ban^ The^ank may also have the tight to for e- 
^se on a property withouc having to go to tli e 
courts, and collect arrears of instalment as arrets 


As already mentioned, the bank may be allow- 
ed to call for all details from the title-holders 
merely by a public notice, and be given the leg al 
authority to ask the creditors fn take payments m 
perso n 

Secondly the State can reduce the delay on 
account of red tape due to the co-operative depart- 
ment being a bridge to be crossed before a loan is 
sanctioned. 

Thirdly, the State c an gua rantee the paymen t 
of the principal and interest ~on the debenture s 
floated by the bank Whether this is always desi- 


LAND MORTGAGE BANKS 


1-7 


and subsidies to help the struggling banks * 

Lastly, It IS true that land mortgage banks can 
become an important source of Iong*term finance 
both in the rural and urban areas In the urban 
areas they may be formed to grant loans to indivi 
duals, as also to public bodie> such as municipalities 
and district boards for the construction of hospi- 
tals road', etc (like the Credit Fonciers o 
France) But the problem of urban credit can 
be solved by other methods as well However, 
two great hurdles to the progress of land mortgage 
societies must be stressed at the end Firstlj , 
the system o£ keeping the record of rights and 
maintaining it up *to date may be defective and 
inefficient If so, the record would be in accurate 
Secondly, the income of the igriculiunst may be ir- 
regular and indeterminate on account of uncertainty 
of the harvest. In this case the pre-requisitc shall 
be improvement of the condition of agriculture 
through proper attention to say, irrigation, crop- 
planning, marketing, etc 

*In 1933 the U S Government temporarily reduced 
the rate of interest on mortgage loans and later even su' 
pended the instalments for the repayment of principal 
The federal treasury was to bear the loss caused to the 
Farm Land Banks on account of tbese steps On account 
ot these and other Government assistance Ce g . purchase 
of mortgage-bonds by the Government) the Statu 
secured a share in the administration of the Federal Land 
Banks Though at their inception the F L Bs v.ere to 
be passed to the ownership and control of the farmer- 
borrowers the State has acquired an indirect control 
through {heir nominee vi 2 ,.thc Governor of the Federal 
Farm Mortgage Corporation The Governor nominates 
four out of the seven directors of each of the F L B c 
Howevti.hks’Hise a 'psovvotsal GoveTTi'ment m India can 
be allowed to nominate some directors to the Board of 
Management. 
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CO-OPERATIVE HOUSING 
The compelling obligations of humanity demand 
the setting up of certain minimum standard for the 
quantum and the quality of dwelling accommoda- 
tion and the intervention by the public authority 
wherever the standard is not being achieved inde- 
pendently ' The minimum conditions have to be 
with respect to the habitable space, ventilation and 
lighting, sanitation, privacy, absence of over- 
ciowdmg, cubic space, proportion of open space 
on the plot etc Attention ba? also to be paid to 
the general arrangement of the houses in the colony 
a» well as to the distribution of the gardens and 
parks, markets schools and offices, roads and heavy 
faftic-routes ’ 


Cl) New houses oc better building activities ate tequi- 
r-*d at the present moment fot (i> providing employment- 
to the war displaced and demobilised persons. Cu) replace- 
ments (ill) providing houses for the normal growth of 
tne population as also for fiv) the new distribution of 
population The population of the urban areas is increasing 
^ast as IS eiident from the following statistics — 


Calcutta 

Bombay 

Madras 


Population in 

1941 

249 

149 

77 125 


Ca wnpore 


44 87 


The growth of tbe number of houses much less the 
per capita floor-space— has not kept pace with the growth 
oi the population The number of persons per house was 
in 193land57in 1941 ^ 

(2) In other -words, attenUon has to be paid to town- 
p’anmng. 
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The question arises* liow are we to provide 
•dwellings bulk to satisfy these conditions at rents 
-which men and women can afford to pay In other 
words, (1) who shall build the houses, (2) who 
shall finance the construction, (3) who shall 
enforce the conditions mentioned in the proceeding 
paragraph, and (4) who shall ensure that men and 
women occupy them — and not overcrowd them- - 
■at rents which are a fair percentage’ of their income’ 
In dealing with these questions, a distinction 
maybe made between urban and rural housing and 
the urban housing may be further subdivided into 
industrial housing and general housing In the rural 
areas the villages suffer from red tape develop- 
ment The hou«es are generally dilapidated, defec- 
tive and even m-sanitary They lack ventilation 
as well as space They have low roofs and hence 
the cubic space is small The landlord demands 
nazrana and the villager has to find cash to please 
the landlord and to pay for the door, the bamboo 
and the tiles Though the villager has time, he finds 
it hard and even less important to spend money on 
this item A village house planning authority is a 
first requisite in this regard Alternatively, the 
power ma y be eserr ised by the local bodies * It has 

(3^ The rent ior govcrnmenc-quarcers is charged ac 
10^0 of the salary The Housing Subcommittee of the 
National Planning Committee (India) put it at i e 

one-twelfth of the income, but not more than 4 % \>{ the 
capital cost 

(4) In the report of the Rural Housing Sub comm ♦ 
-ttee of U K It was recommended that a voluntary joint- 
coraraittee for each country should be charged uith finding 
ways and means of improving housing conditions As a pre- 
teciuuste a thorough and comprehensive rural housing sur- 
-vey was to be made In India the local Board and the 
vnYag'e fhocSayats-can ariqknaAe a similar responsibffity 



150 COOPERATIVE SOaETlES IN INDIA 

to demolish the village houses and plan them out 
again. But who would finance the construction and 
vbo would get the new houses constructed 

SpJ^r as_ finance is concerned a considerable-part 
shalThaxe to be provided by the state,* Th^villager 
should not be expected to meet the expenditure * he 
may however provide hts and his family's labour 
free of wages provided the construction is under- 
taken in the off-season. The villager may be made 
to pay the rent plus an element the o^ersHfp- 
cost of the house over a long period of_thirty to 
tocty years. Financial help from the State may come 
direct or through the local bodies or through the 
provincial cooperative organisations. In order to 
reduce the expenses, research may be made to 
evolve and to use new materials which are locally 
available and ace cheaper to produce/ 

(5^ The htteanch Cooperative Registrars' Conference 
held at Madras m April 1947. resolved that the problem of 
cf rural housing should be solved oil cooperative basis 

(6) Even in foreign countries rural housing schemes 
lave made progress only after substantial help has been 
gnen by the State In Scandinavia and Finland it takes the 
form of direct loans and grants "’In some countries like 
France and Holland credit is provided through cooperative 
credit institutions In Sweden and Denmark public loans on 
special^ terms are arranged to enable agricultural labourers 
to obtain a small one family house and a piece of land (vide 
Urban and Rural Housing. League of Nations ) 

(7) The Public Works Department, Punjab have 
evolved a new material, compressed mud, which is as strong 
a? ordinary brick and yet cheaper to manufacture. Accor- 
ding to them if, the village offers free labour and if local 
mater al is used, a bouse witha room, a kitchen and a 
verandah may cost only Rs 150/- (Vide Report of the 
CooperatWi Planning Committee. 1947, Page 127) 
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The construction of the houses may be organised 
by Public \Vor>s Departmenf^hell^al bodies or 
the cooperative societies In India we shall be 
reducing the problem of rural un-employment if 
labour cooperative societies ate organised and the 
construction work is entrusted to them Where 
possible, the work may be supervised by the Public 
Works Department In order to secure the building 
materials at lower rates, a bederated cooperative 
society should prove better than the Public Works 
Department.® 

Urban Housing 

I n_the urban areas t he jjcobiem of housmg _^the 
indui Lrial workers a nd the poor, and of cleari ng th e 
sl ums_ a nd flie chawlT is thFlhost ini'pbftanS'~^n 
mbsiTEucopen countries the provision of adequate 
housing for the people is recognised as the respon- 

(8) The Cooperative Phnmng Committee also wrote 
It can be Cackled coopecanvely on a large scale only after 
the standard of income ot th* rural copulation has risen 

(9) On July 8, 1946, m Bombay Gandhiji disclosed 
what Dr Sushila Nayar and Dr Dinshaw Mehta bad found 
m and around the chawls. The drain pipes were choked. 
The drams overhead were leaking to the discomfort of 
those living under them There was great scarcity of water 
Flush latnnes were worse than useless The open refuse 
tins emitted a foul smell. The overcrowding in the chawls 
was appalling 

Whsre in a single room one finds two brother labou- 
rers with their families, grown-up sisters, cousins, adult 
relatives, one can well imagine the resultant overcrowding, 
the physical and moral detenoration. and the disruption of 

the sociallife. No wonder if commonsense makes men live 

alone (the proportion of females to males in industrial and 
urban areas is decreasing), nay, live an unnatural l\fa \r^ 
which prostitution and liquor play an alarming role 
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sibility of the Government and local bodies. In 
India too the-sub-committec of the National Plann- 
ing GommitCe considered housing to be a public 
utility service of national importance and expressed 
the view that the state will have to take an increa- 
sing share in providing, regulating and controlling 
the hou'ing service as a whole The state shall have 
to enforce the minimum standard m regard to equip- 
ment and amenities It must also bring about the 
development of industries ^Tce brick-making, iron 
and steel cement wood-work paint and varnishes 
and furnishing and equipment Besides, allocation, 
priorities and limitation orders shall have to be 
taken recourse to in order to fight the bottlenecks 
In order to pay speedy attention to this 
problem, itjs preferable to constitute a regional 
(or Piovihcial) Housing Board, to promote the 
provision of increased housing accommodarioff con- 
forming to the approved standards, to advi«e the 

(lO) The standards involve the question of the cubic 
space and floor-space per tenement meant for one family 
These affect the cost of construction The grea'er the space 
the greater shall be the cost and if the^^nTbeTImited the 
lower shall be the return on th» capital inve‘ted The proht- 
minded persons are apt to pot the standard at a low level 
Thus although the Nati^al Planning Committee put it at 
lO^sq ft per person i e ahont 530 sq ft per family, ths 
Bombay Housing ffoard prescnbed’a carpet area of 320 sq 
ft per tenement The Bombay Rent Enquiry Committee 
and the Textile Libour Enquiry Committee had put it at 
180 sq ft only The Industrial Housing Sub committee had 
put the minimum floor area at 2^!^sa, ft with two rooms 
welt ventilated with a verandah acourtyard a kitchen and 
a lavatory Personally I agree with the items of the house 
named by the I Jd S but I feel that the carpet area should 
jti no case be less than 324 sq ft to allow for 2 rooms each 
^ ft X 12 ft and one kitchen 6 ft x 6 ft 
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State in regard to speeding up of the process, the 
developement of new land, remodelling of houses, 
clearance of slums, removal of industries from con- 
gested areas The Board may also be called upon to 
suggest simpliffed and standardised_huildm'g mate- 
rials,_even undec^^e research on the most desirable 
type of worl,ej5__dwellm^“ for the urban and^ the 
rural areas, to discover cheaper building materi- 
als and advise about the regulation of supply and 
distribution of the same 

The Housing Board can enforce the conduioni 
mentioned in the opening paragraph or thi& 
chapter But if the houses are to built by private 
enterprise, tarcicularly the employer^., they ma> 
object to the standard set in regard to the floor- 
space and the cubic space, if they are afraid that 
the rent secured by them shall not mean a return 
comparable to the return from alternative iniest- 
ments The capitalists realise the restricted 
nature of rent and are therefoje not likely to 
agree to any responsibility being placed on them 
for the pros ision of houses for their employees 

It may also be mentioned that if the cinc s>ns‘* of the 
labourers is not high enough to keep the flush latrme clean 
let the flushing system be su»-b that the latrine shall be flu- 
shed as soon as a man leaves his seat on the pot 

In general however, it may be noted that *if the house 
IS to serve its purpose as a social centre, it must conform to 
certain standards regarding site, type, ventilation lighting, 
heating waste disposal water supply etc "But the'e stan- 
dards will vary according to a number of factors like clima- 
tic conditions availabtlicy of land, traditions etc and wiP 
have to be fixed to suit local conditions *’ (The Bombay 
Plan) 

(11) In India some work in this direction has been 
done by the Indian Concrete Association. 
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Injndia a Housing Board has been established 

the Bombay Government and the milTojwiiers 
have pleaded that the cost ol construction 
exHusive ol the cost of land would come to over 
Rs 6900/- per tenement and that the industrv ■will 
be forced to borrow funds which shall entail 
greater cost They contend that housing is the 
responsibility of the State which should therefore 
undertake the construction The Bombay Planners 
had estimated the cost of construction at Rs 890/- 
and prices cannot be supposed to hav'e gone up 
cigntfold Besides, the resoonsibiUty for housing 
does rest on the employers Ultimately, no doubt. 
It IS that ot the State, and it may be expected to 
mal e land available on lease to the employers as 
also give financial aid ** Should the employers 

(12) B^org the war n U. S A a Nanonat Housing 
Authority, which was charged with enforcmgTBe rnTnimuni 
snndards of housing, encouraged execution of approved 
projects by making provision for cheap long term loans and 
cv.,n annual subsidy for low rent bouses constructed for 
low income groups provided local Governments also 
helped 

In India also the Central Government (Sep 1946) 
proposed to establish a National Industrial Housing Board 
re'ponsible to it wth a full tune Chairman and represen- 
tatives of the Central and Provincial Governments the 
employers and the employees In due course Regional 
Housing Boards were to be established by the Provincial 
Gov ernments These R H B s were to coordinate 
regional schemes before submission to the N I H B 

TheN I H B was to enjoy maximum liberty of action 
possible and was to be responsible lor finance, machinery, 
coordination of schemes release of supplies and handling 
of order* for standardised mass produced fittings 
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fail in their dut^es'^ let a levy be charged and let 
some other arrangement be made for the construc- 

The Gov ernment of (ndia proi ^sed t o hav^ a ten Ye ar 
housi ng 's^eme wi th a ^tg et of two m iillo n houses an d 
waFdiscussing with”tEe Prownc/al tiov^nments details_pf 
the schemvrncludmg the problem of minimum standards 
and standardisation of designs 

So far as the U, P. Government is conc_erned.. it also 
proposed 1946) to undertake a hojise buildin g 
programme fo r th e poor ModeLho us.^ wer^b be" cons- 
tructed in towns and villages These were to be given to- 
those -who have not enough money to invest on easy 
instalment basis and to the poor absolutely free A 
Committee of experts was to be appointed to 'Examine all 
aspects of the problem A scheme which was to be given 
the highest priority, was to be tned in som selected areas 
The Government had also appointed Sit B B Si ngh to 
study and report on labour housing probl^RPln'Cawnpore,. 
Hathras, Shikohabad Firozabad Saharanpur Mirzapur, 
Gorakhpur. Lucknow and other industrial area* of the 
Province fr may be noted that even in Cawnpore there 
are only two settlements for the workers ana a ihirdis 
under construction For further work the cooperative 
agency would be better because the State once built 
quarters to be let on the hire purchase system and some of 
them went to non-indu»ttwl workers The State should 
organise cooperative housing society and give priority 
allotment of bricks, cement bags and iron materials 

(13) In 1946-47 the Central Government made a 
provision of Rs 2 5 crores for the grant of a subsidy 
equal to one-eighth of the cost of construction but not 
more than Rs 203^“ per house for any scheme approved 
by the provincial Government provided an equal subsidy 
IS granted by the the latter Thus the state aid would 
come to Rs 400 1 e halfof the cost (Rs 800) estimated 
by the Bombay planners This offer was open to any local 
authority, authorities and factory owners out in his next 
budget speech, the Finance Member disclosed that this 
inQ\^menCchtf riov*dj«ira\Trg»£mr eAteC Tde oiter stiff 
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tion of the houses*' It is m regard to the alter- 
native arrangement that cooperative housing 
'Comes to the fore *^ 

But apart from the problem of industrial 
housing there is also acutely felt m the urban 
areas a shortage of houses for the gentecal public 
Private enterprisers purchase land at high prices 
and construct houses in order to rent them out at 
exhorbitant rates No matter what the rent res- 
triction orders pa«sed by the State, the Housc- 

exists Thti additional inducement that maj be given is 
that the provincial governments may give ficilitjes for 
acquiring land It seems that fatth should not be reposed in 
the cavitahst and tk factory tnvner and that the cooperauve 
departments must make trtense puohctty and organisation 
drive for Anving societies 

(14) If the employer roiVes a provision foi the housing 
of his workers tc is possible that if he is proftc>cnmded he 
may exploit the workers to a greater ettent He would 
then be the master of both bread end home and can rob 
the worker of both the job and the residence unless the 
■state lays down restrictions on the right of eviction 

Besides as appears to be the case in England & Wales 
the private enterprise also is less interested in constructing 
houses for the working classes Compared to 19J9 tie 
percentage rise in the number of houses in 1934 was as 
follows - 

Working Classes Others All Houses 
England 19 56 37 

Wales 2^ 85 47 

(15) The Royal Commission on La bour a nd the 
Bombay Textile Labour Enquiry Committed had ~alst> 
favoured the provision of industrial housiTig‘on-fi— coopera- 
tive basis That housing societies for industrial workers 
can be organised successfully is proved by the societies 
existing in Ahmedabad and Bandia (Bombay Suburban 
District) 
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owner can always find a Sway round Both in 
regard to the construction of and collective renting 
of houses for its members a cooperative society 
IS a powerful cure The cooperative society can 
secure for the members, the economies of collect- 
ive purchase of buildings building materials/ 
efficient management and loans on low rates of 
interest Besides unlike any Improvement Trust 
or some local authority a society can attempt to 
develop the amenities of the neighbourhood to 
create a common social life, to secure sanitary and, 
aesthetic advantages and to regulate the architecture 
and the orientation of th e buildings^ 


(16) The local authorities may fail to enforce the 
standard This is proved by the etisnng conditions of the 
Swls chaks and slums If a cooperative housing society 
were to undertake housing activities these shall be for its 
ownLmembers It can be easily imagined that the society 
(manSed by the members themselves) cannot lower the 
sSndard m the case of houses to be occupied by the 
SSets It would appear then that a cooperative housing 
ociecv IS better than private enterprise 

The Cooperative PianningXo®®^^^ (1947) ha^_put 

planning auth■5^Ity has to aiil yiarge of 

mdividuals Its work will be greatly facilitated if these 
individuals form themselves into groups with which it can 

The Committee has also sard Houses for lower 
figmihes are rarely built to order and when they 
iTreTuilt for purely commercial purposes very little trouble 
“generally taken to discover and satisfy the real needs of 
the prospective occupiers 

Resides the coopetattve .society would enable each 
occupilr to become the owner of the tenement in due 
cSrL Where the occupiers ate not m a position to- 
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Cooperative Housing Societies 

the eSrpr^ofrr-”f„St"h cS?; 

of the wor!on‘=g iLl^^^LlrocC-ro 
became an acute problem Vov,, u towns, 

to be paid for mos^tTnaZaat? 
accommodation The auction na^uraJlr 

2 rf ;i=-f,r=-a:h tS-" 


Their Object 


mayL''Lth«Lla\lftrSerbers°to sLu?l 


act-me enc 

acquire this right, they shall deftmtolr 

of teoure and more stable and eVuitab]rrerft*f^*®*" 
ly they are likely to take a keener Consequent 

unkcep of the house merest in the better 

It may also be mentioned that armrci. - 

statistics collected in 1937 in 27 counrnot rk ^ 

21474 housing societies with a 'h™ 

millions So the cooperative housing of about 8 4 
already of significant importance tL wTT 

follows- porrance The details are as 

Continent No of Countr.es No of housing No of 
/ societies members 


Total 
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ownership of a house or apartment, or to provide 
residential facility at a fair rent. If the societv 
undertakes to enable thr members to secure owner- 
ship, It may provide funds for the purchase of land 
and to meet the cost of construction.'^ Alterna- 
tively, the society may purchase land in common 
and allot plots to the members At the same time 
It may provide funds. The society may assist the 
members with technical advice and even provide 
tacilities for bulk purchase of the raw materials. 

With a view to avoid the passage of the 
houses into the hands of the capitalists, it may be 
preferable to give the plots to the members on 
long term lease and guarantee perpetuity of dwell- 
ing. If the member wants to alienate it before or 
after erection, the society shall have the first 
claim to buy it.*’ Alternatively it may transfer 
ownership with the stipulation mentioned above. 

(17) These societies are given a distinct name viz, 
Building (or Building and Loan) Societies Reallj, such 
societies with only the finanting function are really special 
credit societies and if one were to rule them out of “ co- 
operative housing,” one might define a housing society as 
‘ composed of a number of person who agree to acquire ' 
own and manage properties m order that people may be 
well-housed at a reasonable expense which they can afford 
to pay ’ (Housing Societies by Reginald Brown). What- 
ever mav be said agam«t the building societies, the fact 
remains that the greatest percentage of the housing societies 
comprises building societies In 1937, out of 21474 societies 
witn a membership of about 4*8 miHions, there were 11315 
building societies with a membership of 7 4 millions ap- 
protimately. 

(18) Such So cieties are generally called Tenant 
Ownership Societies 
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It IS also possible that the soc’ety may pur- 
chase land in common, erect the buildings m 
common and give them out to the members on the 
hire-purchase system In this case, the members 
shall be required to pay the rent plus a fraction 
of the capital cost*® 

In the Scandinavian countries there is a federal 
structure for the housing societies A central 
wholesale society arranges for land, finance and 
construction of the buildings It also engages in 
producing some of the raw materials After the 
houses have been constructed, each house is placed 
in charge of a local society which arranges payment 
ot the cost of construction over a period of twenty 
to twenty-five years Some of the houses are 
rented, and some sold A unique feature of the 
Scandinavin societies is that apartments ar* sold 
and not complete houses Thus there may be ten 
owners, each owning two ot three rooms in the 
same building That is also a feature of houses in 
America Societies which provide for residental 
facilities may either erect buddings of their own*** 
or may hire out a building from a private owner for ( 
a long term of years '* 


(19) So for as the poor and the lower middle classes 
ate concerned, they cannot afford to pay high building 
00 *=!$ and make houses themselves 

(20) buch societies ace known as Tenant Copartner- 
ship Societies. 

(21) These societies arc given the name of Tenants 
Societies 
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Membership 

The membership of a cooperative housing 
society is generally comprised of the dwellers. In 
certain countries the owners of the buildings are 
not always the residents of the buildings. There 
la thus a percentage of non-dwellers on the mem- 
bership of the society and this is considered to act 
as a spur to further extension of housing. 

Liability 

The liability ot the members is limited to the 
share-value and as is usual in cooperative societies, 
the shares cannot be sold for profit. The system 
of one man one vote is generally observed except 
m America, where in about 25 % of the housing 
societies voting i* proportional to the shares held. 

In the case of loans to the members for pur- 
chase of land or for the construction of a building 
the property of the member is accepted as is 
mortgage. Generally both the land and the building 
are mortgaged. 

Rent and Sub-Iettlng 

Where the cooperative society rents out build- 
ings, the rent may be partly met by the state, as is 
the case in the Scandinavian countries. There a 
percentage of the rent is paid by the State in the 
case of large-sized families with small means : the 
government share is proportional to the size of 
the family 

Sub-letting is generally disallowed, speciall 
s’u6-fetting tor profit. However, the Beecx oy 
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Directors may permit short-period sub-letting to 
non-members at a profit- In some cases such 
profits are limited by the Society In other cases 
only 5~6% of such proiit accrues to the members 
and the rest accrues to the society- 
Raistng Finance 

The mam difficulty in a bou«mg society is 
that of initial capital In Germany, where the 
housing societies have fared best* the initial capital 
has been provided in the form of twenty years’ 
loans without interest by the municipalities and 
the State The legislation of 1889 permitted this 
facility if the houses constructed are used for 
residence and neither for sale, nor for renting them 
out to make profit Grants of land have also been 
made by the state on the condition that the owner- 
ship shall be allowed to remain with the society 
and that the property will he used for residence 
only It IS the same story in every other Western 
country 

In India it is high time that the public autho- 
rities, which have lands at their disposal, should 
give them preferably to cooperative societies at 
concession rates They should not be moved by 
the profit motive It results m the sale of land by 
auction and consequently land passes to the capi- 
talists ” Besides, the State, and failing it. the land- 
mortage banks and insurance companies should be 
allowed to invest their fund in the housing socie- 
ties Where there may be a number of housing 

(22) The House Panel created for the Bombay City 
includes a representative of the Bombay Provinaal Co- 
operative Institute 
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■societies, a qejitrai Ijousing society may ibe formed 
and bonds guaranteed by the state or local autho- 
rity may be issued by it. In countries ■wbeie we 
-have federationsilof cooperative housing societies, 
building bonds have been issued and loans have 
been raised by central institutions from public and 
private sources 

' Distribution bf Surplus 

Like every othdr )GOOperative society a housing 
society also is likely to have a surplus left at the 
■end of the'year The surplus is to be distributed 
in proportion to th'e payments made by thfe mem- 
bers A difficulty .Sometimes arises with regard 
to the balance in the sinking fund How much of 
the fund should ‘go to 'ahy member when he leaves 
the‘society ’ The problem can be solved if every 
War the increments ih the sinking fund are distri- 
buted to the esistirig member m proportion to 
thi payments made each Since the sinking 
fund can be cashed dnly after a long peri6d, certi- 
ficates of equal v'alue'mA^ be cashed by the society 
when a member ’withdraws or it may be passed at 
face value to the new cortier “ 

In, some* cases^ t^e housing facility is also 
provided by consumer cooperatives Here the 
control is vested not only m the dwellers but; also 
in the non-dwcller members of the society. There 
may, however be a separate housing department 
■\Vhith IS hperafed'''b>'^^the tenant member^ for 
control arid ddiriinU'fration. 

t i< (23) te'1945 tfa'Q I Bombay City Cooperative' Housing 

Conference also considered airesolution to this effect. 
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The Building Soaeties m England and the 
cooperative Apartments m America should be dis- 
tinguished from the cooperative housing societies 
The Building Societies resemble a cooperative 
society only in two respects Firstlj. it makes no 
speculative profit Secondly, its capital, both 
share capital and deposits, is withdrawable at short 
notice. The Cooperative Apartments in America 
have nothing to do with the cooperative move- 
ment They ate constructed b> capitalists and 
each IS intended to be sold to any person no matter 
whether the purchaser wants to occupy it or rent 
It out for profit 

Slate Help 

In India tenant co-partnership and ownership 
societies are still utopian It bad been so even in 
the western countries if the local and central 
governments had not given profuse help Inspite 
of better education and more cooperative propa 
ganda, the poor and the lower middle class persons 
do not have money enough to build a house for 
themselves.. State help *s highly desirable in 
India in the following directions — 

(a) Acquisition of Land ; — Priorities and conces 
sional rates should be allowed by the local authori- 
ties to the societies Where necessary, the Land 
Acquisition Acts may be used to secure sites for 
an applicant-society 

(b) Priority ; — Since building materials such 
as bricks, cement, bars and other iron materials 
are scarce, the State and its local authorities should 
give the highest priority to the demands from 
cooperative housing societies. 
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(c) financzai Help ~The State should giant 
aid and loans to the society at low rates of interest 
it should also allow Land mortgage banks and in- 
surance companies^to invest their funds in housing 
•societies Where possible, the State should meet a 
part of the rent in the case of large-sized families 
with small means 

(d^ Taxation —The local tax should be levi- 
ed at half rates So far as the income-tax is con- 
cerned, the law should be so framed that the hous- 
ing society would be free from the tax 

(e) Cooperative Rula —The contribution to 
the sinking fund may be allowed to be made at a 
lower rate after the fund equals the capital sunk bv 
*he society 
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CO operative insurance 

Why Insurance 

Much economic distress foHons m the wake of 
unorganised poverty which permits large numbers 
ot the unprovided and the ill provided to enter 
into the arena of life s struggle The ills can be 
cured No matter who the people by organised 
CO operative effort theic pcoductidn can be 
irap’-ovcd the ma*’keting o£ their produce and 
labour can be made cheaper and better regulated 
Yc« but we must prevent the ills too for pre 
vention is better than cure 

For prevention insurance is a remedy Co 
o perat i ves gene rallv^ckle the present a nd th e ne« 
fuTurc insurance provides for the f utur e Co 
o pgfafive s improve th e re s ource s msmance store* 
them up Co operative thrift slowlj builds up 
provision for rhe future insurance imme diately 

creates an estate an3_giv e.> that provisi on thr ough 

foresi^c“3ml pfe vision 

But nsurance whatever be the meaning attach 
ed to It commonly is also based on the co opera 
tive motto each for all and all for each A 
common pool is created due o the contributions 
of all policy holders and this is available for the 
assistance of those who are exposed to the great 
economic catastrophe of the untimely death of t'^e 
breadwinner to the blight of old age or to 
unforeseen personal injuries and financial losses 
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'^insurance is no doubt provided to some extent by 
the co-operatives when out of the surplus saving, 
a sum IS set aside to be spent for the grant of 
funeral benefits, maternity grants, unemployment 
pay, contribution to provident fund and even for 
pension to the employeesand members. But there 
may be raised two objections to the universal 
adoption of this system One, such funds are 
meagre and contingent, and cannot suffice to 
guarantee against all social risks. If there be little 
surplus for some years, the funds shall be weaned 
Two, in so far as these allocations are made out of 
surplus, in the consumers’ co-operatives, it is of 
the nature of a tax on consumption whose 
incidence vanes directly as the size of the family. 
Since the members of the co-operatives are drawn 
from the lower and the poorer sections, it does not 
seem desirable to tax consumption and the size of 
the family 

The second argument is not very apt. If poverty 
and the size of the family are inversely related, 
and if greater the poverty, lesser is the quantum of 
purchase, then the incidence would be greater on 
the families which ate comparatively richer and, 
hence, smaller in size. Also the allocation is made 
out of the surplus accruing at the end of the year, 
This surplus would in all probability not accrue 
otherwise It accrues because of the co-operative 
membership It is rather wiser than unjust to 
leave a portion of the surplus for future benefits 
If It be accepted that the greater the poverty, more 
numerous are the misfortunes, the benefits shall be 
distributed more to the poor In view, however 
of the fact that the surplus is meagre and con- 
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tmgent, and also because the membetchip may 
not be large enough to ensure a wider distribution 
of the risks covered, distinct and separate arrange- 
ments for insurance are desirable. 

Why Co-operative Insurance ? 

But why should insurance be arranged for on 
co-operative basis at alP This question is of the 
same form as “Why co-operative activity at all 
which has already been answered fetill to examine 
the question m the light of experience in the field 
of insurance, it may first be pointed out that in one 
sense insurance means that yearly collections 
shotiid_cover the y early expenditure Th^coIIec- 
ti^s_are in the form otpremiu ms an d interest. The 
investment — particuTaily^ as premiums Ihe 
expenditure is incurred on account of (1^ claims 
and bonuses (2) commission, management and 
advertisement and i3^ profit. To reduce the 
premiums, the expenditure should decrease. Non 
to reduce claims*, better actunal data and calcula- 
tions are needed To minimise the expense under 
the second group, unfair competition and damage 
due to greater risk on account of remote and 
inefficient contact, supervision and control have 
to be paid attention to To reduce the profits 
the profit motive has to be curbed 

In 1945, in the ‘Oriental’, which is the 
best Indian life assurance concern, the 
expenditure on account of the last two 

1 Bonus IS paid to policyholders out of profits So it 
should not decrease but for grounds of economy the cudgel 
falls on this item early 
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groups was about 40 p c of the premium income. 
In general, the expense ratio, i e., the percentage 
ratio of the cost of commission and management 
to the premium income has been about one-third — 
nearly double of what it is for the non-Indian 
concerns operating in India*. A high expense ratio 
IS one evil of private enterprise insurance. 

Secondly, the private companies clamour for 
reduction in commission and similar expenses, and 
are apt to jump to decisions for suspension of 
bonus and discontinuation of certain types of 
policies etc when the business is on the decline. 
But they seldom think about suspension of divi- 
dend, suspension of increment to staff salaries and 
fixing a ceiling to the chief’s pay Mor are they 
apt to care about waste on account of appointment 
of too many agents*, rebating, rate-cutting, plant- 
ing procurers, over anxiety to book business, 
charging a high rate of interest on loans taken 
against policies, keeping the policy-holders igno- 
rant and ili-informed about their rights and 
responsibhties etc 

So private enterprise is apt to be inefficient, 
m regard to both the second and the third group. 

2 The expense ratio for recent years are as follows — 

1940 1941 1942 1943 1944 1945 
ndian companies 28 9 27 4 26 7 27 9 312 322 
Non- Indian companies 16 6 15 6 17 8 16 0 186 19 6 

3 Relative to the Indian population, the number of 
insurance agents is not excessive It is hardly one per 
4000 But relative to the number of policy-holders there 
IS overcrowding During 1942 — 43 it increased from 
about fiftythrec thousands to about a lac i e. it nearly 
doubled 
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and also to have no consideration for the poh<^ 
holders and the agents. This is true in the non- 
agricultural field. So far as agricultural risks are 
4-oncerned. they really ignore it on account of lack 
of acturial data, greater uncertamtj’ and irregulan- 
tv which characterise agriculture, and greater 
difficulty of contact and control on account of 
their being localised m the towns and cities. 

Stare insurance also tends to become centra- 
lised and bureaucratic. The Government responsi- 
bihn IS very soon substituted for that of the 
manager. It is true that social security and insu- 
rance schemes arc becoming popular These may 
succeed in resoect of state and industrial em-< 
ployess; but the prospects are dark so far as the 
agriculturists are concerned for reasons already 
mentioned in the previous paragraph Even if it 
did, these schemes are only to ensure a minimum 
requisite. People who become insurance minded 
want to insure for more. Also, they can be made 
insucaTce minded. Secuntv schemes do not 
concern these two aspects Some thing more is 
required Can nationalisation of insurance provide 
for these efficiently'^ It can, but it is subject to the 
irresponsibihcy and inefficiency of management 
The eipenence of state insurance is not encourag- 
ing In U K the postal insurance scheme has 
failed In New Zealand the progress has been 
slower compared to that of the private companies. 
The officers have preferred static conditions, have 
not taken quick decisions and have failed to guess 
in which directions improvements should be made. 
There has been absence of elasticity and healthy 
competition The output of competent agents- 
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who popularise and sell insurance has fallen, and 
new schemes suited to caanging tastes and 
conditions are not forthcoming 

It may. therefore, be concluded that to keep' 
up the efficiency of state insurance activity, the 
regional and local arrangements must be active and 
in healthy competition, or there must co-exist 
non-state insurance activity A co-operative 
structure would be suited for the first, and because 
private capitalistic insurance activity becomes 
undesirable, cooperative insurance activity would 
be preferable under the second In both cases, 
application of cooperative principles to insurance, 
1 e cooperative insurance is desirable This is 
true not only for non agricultural risks but also for 
agricultural risks*, in fact morem ibe case of the 
latter due to the necessity for close local super- 
vision and control of the policy-holder and the 
insured object 

Method of Co-operative Insurance 

We must now consider how insurance can be 
promoted on tbe co-operative ba'iis There are two 
important ways. Firstly, co-operative members 

4 Agricultural insurance is important not only 
because it shall guarantee farmers against losses due to 
disasters to their property, the fruits cf their labour dnd 
thensehes but also because it makes for efficient working 
of the credit sjstem 

Yet there ate Certain agricultural risks against xihmh 
It is not ea^y to insure e g , drought, floods, various anirnal 
diseases, cryptogamic disease* insects or animal pests etc. 

For these the government alone can make provision in the 

shape of relief funds which should, hpwe\er, preferably be 
adminiatered through cc-operamefUnits. 
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may take a group insurance policy or “make collec- 
tive terms with some powerful capitalist insurance 
company which, in consideration of their numbers, 
may be counted upon to quote them lower premium 
than to the general pubhc because in both cases 
large scale under-writing and mass administration 
lower the expenses of the company Under group 
insurance medical examination is done away with 
and this makes additional economy possible 

Secondly distinct cooperative societies may be 
formed to provide insurance facilities like the 
private commercial insurance companies 
CoUecUve Agreements 

Wherever people are organised in associations 
powerfully, the associations can bargain with some 
insurance companiesandgetlower rates m return 
for the agreemenc that all members, who take out 
an insurance policy, shall insure with that 
company This is the first step to collective dis- 
tribution of the insurance service and voluntary in- 
direct mutual sharing of risks The association may 
be a trade union or a cooperative association or 
union 

Group Insurance 

But collective bargaining can materialise onlv 
when there is a powerful organisation with a very 
large membership The possibility for this is not 
so great as that of group insurance, provided it is 
allowed in the country^ Wherever there may be 
successful cooperatives* they can take out a 

5 Group insurance is not allowed m India at present 

6 In the western countnes group insurance policies 
arc taken out by the capitalist employers as well. 
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policy for all the members and pay the premiums 
out of the profits. The premium may be proportion- 
al to the total dealing of ail the members with the 
cooperative Similarly whenever a member dies, 
the compensation granted may be proportional to 
his yearly dealing with the society The yearly 
dealing may be taken at the average yearly dealing 
for a number of years The compensation may be 
differentiated according to the type of dependents 
left : it may be more where the male member dies. 
The compensation can also be subject to a maxi- 
mum limit 
Insurance Proper 

Although collective bargaining and group in- 
surance mean better insurance conditions, they do 
not secure co the insured the profits of the busin- 
ess^ The end can be secured by forming coopera- 
tive insurance societies i e by organising coopera- 
tive societies for undertaking various types of 
insurance business The cooperative principles 
would demand that every policyholder must be a 
member of the society But it may be — and it is. 
so in England — that insurance cooperatives may 
serve non-member policyholders also. In that case 
the non-member would only get the bonuses that 
the society may declare on the policy. As these 
bonuses are declared only in the case of life 
policies, persons and institutions which bring profits 
to the society by their non-lifc insurance® policies 

7. Strictly speaking if group insurance is with some 
Cooperative insurance society^, some profits of the busi- 
ness are received back as bonus 

8 Insurance is mainly of two types life assurance, 
atid accident assAicance A Ufe assmante- 
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-shall not get the profits Even then the non 
members would be providing themselves with 
insurance at lower costs on account of lower {.xe- 
miums due to two factors Firstly the expenses 
of commission and management are less being a 
co-operative society it enjoys exemption from stamp 
duty, registration and court fees and concession in 
regird to income tax Secondly as the responsibi- 
lity IS apt to be earned down to the local units 
which have intimate local knowledge, the error in 
the valuation of the risk and m the v aluation of the 

policy bevoues due when the life insured survives a certain 
period or by di,ath The accident assurance pokey becomes 
due Wien the accident materialises In the former case 
he full amount of the life poll y is payable In the case of 
acccidents only the xilue of •’be lo«s is paid If a person 
cakes out say four life policies from lour life offices then 
ah shah pay the full amount In the ca*e of accident hOw" 
ever all the four would have shared the value of the loss 
(only) n proportion «-o the accident policies taken our from 
them Thus i'^ each of 'out accident policies was for Rs 
10000 and if the value of the lo<s was Rs JOOOO eadh 
insurer would pay Rs 2500 

Various insurance societies distribute a portion of their 
profits among the hfc-policyboldecs in proportion to the 
value of the policies This is called bonus It is not 
necessary that a bonus be granted on all policus A life 
policy may be with profits or without profits One 
finds these Cwb types both in the capitalistic insurance 
companies as well asin insurance co operatives The pre 
rnium m the case of pobcies with profits is more than those 
for policies without profits and a bonus is generally granted 
only on the with Profits —policies Really speaking the 
bonus should be grarted on both the policies and there 
should be no difference m the premiums 
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losses IS kejJt within narrow limits.® 

'Centralisation veisws Federation 

A reference may be made at this stage to the 
case where there is o ne single cooperative in surance 
societ y working tnrough its branches or other co - 
operati^ snrTef-i es In E ngland t^eyl:iav e one 
C o-operanve Insurance Socie ty owned iointW by 
the CJo~ operafne Wholesale Society an d the Scot 
tish Co-operatives WhoJesaIe_S^ocie^^ IndiMOuals 
directly deal with It f or life and mofor in surance 
while cp operati-ves have dealt with it in regard to 
business insurance and the group insurance of 
members The profit on life insurance is distribu- 
ted among the policyholders and the rest is distri 
buted among the co operative «0C3eties in proper 
tion to the premiums paid by them It might be 
said that so fa- as motor insurance pohcie" are con- 
cerned they do net get back any profits Also co- 
operative societies which are not members of the 
Wholesale Societies get the bonus at half the rate 
at which members get it Thus here too there is 
an element of wrongly distributed net surplus 
(profit),*® 

Even so there is sufficient distributive justice 

9 This IS rather optimistic Suppe^e a society works 
in Bombay through agents sptead all over India and each 
pol cy holder is mace a member of the society Member 
ship can only mean filling up the form and paying the 
membership tee Under conditions of indvvtdulUsra such 
member policy holders may not mind the interest of the 
society and may deceive it unless they are under the «wav 
of some local co'-operative 

10 The Bombay co operative Insurance Society has no 
share capital 
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and the discrimination against the non-members 
ma> be justified to encourage the progress of co- 
operation, It may however be argued by some 
that the distributive justice shall be more if there 
were no shareholders and share capital I would 
agree to this if a co-operative insurance society 
can progress without some inicial capital This is 
possible But where this is apt to create trouble 
capital may be raised but the leturn on that capital 
may be limited But should the capital be raised 
from a few persons and should these persons be 
allowed to manage the society Yes, provided 
these persors are the higher units of the co-opera 
tive structure'* Stil! I would prefer to have 
regional co-opecacive insurance societies which may 
in due course combine to form federations and 
unions 

In order that the co-operative insurance may- 
serve the man with small means, it should be pre- 
pared to issue policies for small sums (say, upto 
Rs 100)’* and without medical examination Also, 
as fat as possible arrangements should be made for 
the collection of the premium locally, better still at 
the house of the insured Where regular employees 
are concerned, they may be allowed to have the 


11 As IS the case with CIS (England) which is 
owned by the C W S and the S C W S 

12 Under a recent amendment to the Insurance Act 
in India a policy for less than Rs 1000 cannot be issued 
nor can insurance policies be accepted as collateral security 
by CO operative banks against loans amounting to less than 

Rs 1000 
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amount of the premium cut from their pay‘* and 
even drawn upon their provident fund savings, if 
any, to pay the premiums Besides, the co-opera- 
tive societies may be encouraged to take out group 
insurance policies for their members But it does 
not appear desirable to make it legally obligatory * 
on co-operative societies to take out group 
insurance policies, particularly if they have been 
moribund or working at a loss. 

Insurance cooperatives should be prepared to 
cover business risks of small cooperative societies. 
Here, if nowhere else, it would not be undesirable 
to make it obligatory for co-ops to take out 
business risk policies with some insurance co- 
operative 

For every possible economy, it is desirable that 
there should be full mutual relationship and help 
between each insurance co-operative and other co- 
operatives Thus, where possible, banking arrange- 
ments may be made with co-operative banks, and 
reinsurance^’ may be done with other insurance co- 
operatives Similarly, the co operative banks may 

13 This js not ''Stlowcd in India so far The rules 
made by the provincial governments under the Payment of 
Wages Act allow direct cuts from pay only in the case of 
the Postal Insurance Scheme The Provident Fund saving 
cannot be used for paying premiums 

14 The All India Co-operative Insurance Societies 
Conference demanded such a legal obligation for credit co- 
operatives in 1946 

15 Whenever an insurance concern feels that the 
insurance amount of a policy is beyond what it considers 
proper and safe to retain,* it reassures a portion of it with 
some other insurance concern. 
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offer special facilities to the insurance societies 
with regard to the rate of commission on collection, 
rate of exchange etc 

A reference has been made above to reinsurance, 
which enables the society to share the risk with 
another sociecV Another way of sharing the risks 
mutually would be to form a central organisation, 
say a federation hach society may pay, say half 
of the premium collected to the federation which 
in turn may make good to them half of then out- 
gomgs-in-compeniation 

Efficiency 

The economies and the success of co-operative 
insurance depend on at lease two factors viz effi- 
<^ency and investment Whatever be the advan- 
tages on account of the goodwill of the co-operative 
movement each insurance society has to compete 
with capitalistic insurance offices and for success- 
ful competition it must attain a comparable effi- 
ciency If the losses on account of risks and 
expenses of management are to be dimi- 
nished, strict control and supervision and a 
judicious handling of the risk insured shall be 
necessary If it works through agents, they must 
be carefully selected, given a proper training and if 
possible guaranteed a minimum monthly earning 
To some extent the efficiency of the agents may be 
increased by offering a prize for the best quality 
business The number of agents should not be 
increased unduly’® and blindly It shall be prefer- 

16 Unduly large number and low earnings have been 
responsible for the inefficiency of the agents of capitalistic 
insurance concerns It also explains why the agent is 
tempted to pay a portion of his commission to the prospec- 
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able ’■o enlist influential co operative ‘societies in 
different areas as agents If honorary service and 
organisation be not possible it is better to secure 
efficiency by paying commission to those who pro 
cure insurance custom 

Investments 

As regards investment the co operative ideal 
prevents investment or funds m industrial enter 
prises which compete with the co operative move 
ment Compared to the freedom e i3oyed in this 
respect by the capitalistic concern^ this is a serious 
drawback and curtails the return on investments 
Yet another drawback may arise on account of dual 
state control Thus m India certain restrictions 
on investment are provided by the Insurance Act 
and further re«trictions are imposed by the various 
Co operative Acts If the control of the Insurance 
Act be sufficient it shall be desirable to remove 
those due to the Co operative Act There need 
not be any objection to a control whu^h is imposed 
on CO operative as well as non cooperative 
insurance agencies But if in a country insurance 
has still to be developed and if co operative 
insurance is to be preferred the statutory control 
should not be too rigid and the co operatives should 
be helped in other ways Thus the co operative 
life offices may be required to pay the Income Tax 
at a lower rate than the joint stock insurance com 
panics Strictly speaking co operatives are in 
general exempt Irom Income Tax but sometimes 

tive policy holder This still happens although it is legally 
prohibited in Ind a and is apt to happen everywhere under 
similar conditions 
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as in India, the state wrongly taxes the income 
derived from interest on securities and dividends 
So far as insurance societies are concerned, they 
have to invest large funds technically called Life 
Funds — in securities, because of thf very nature of 
their business and because of the legal provisions. 
Since whatever is earned belongs to the clients, it 
IS not profit and should really not be taxed at all 
. Insurance and Housing Societies 
C-However, insurance co-operatives as also any 
other insurance concern can give loans, and thus 
render financial assistance to housing societies It 
would not be unusual if the state makes itself res- 
ponsible for a pare of the interest on such advances 
In any case, it would be beneficial if the State 
guarantees the security of capital and a reasonable 
interest ) It would certainly be helpful if such 
investment could be treated as falling within the 
scope of approved securities m which a certain 
minimum is to be invested under insurance acts 
But this concession may not be desirable m so far 
as investment is made in housing societies which 
are newer which have not established a reputation. 
If, however, the minimum just referred to covers a 
very large portion of the investment the conces 
Sion may be given in the case of investment made 
by insurance concerns** in co-operative housing 
societies • 

17 The All India Co-operative Insurance Societies 
Association has demanded both this and the state-guaran 
tee of capital and interest 

18. Insurance concerns* includes both co-operatiye 
and-capitalistic in'surance institutions. 
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Crop and Cattle Insurance 

Two problemb that deserve specific attention 
before the chapter is closed are (1) crop and 
cattle insurance, and (2) social sccuritv cchemes 
It IS generally true that a f armer faces the conti n 
gency of crop failures due to unfavourable mo n- 
soo n, hailstorms. Iloods etc ^ as also the probabilit y 
^Tinforeseen depletion of his cattle TiT a 

preddmihantly agricultural country sucB looses 
assume great dimensions and it can justifiably be 
forcefully argued that insurance £aciht tes.in_re£ard 
t o thes e s hould be ptovid^^ As has already be en 
s ^d7tor some 0 ^ the losses relief funds sh emSbe 
pr ovided' by the Scal e Where insurance activities 
are organised, certain obstacles call for prior 
mention Firstly, there may b e — and this is true in, ^ j 
India — no reliable actuaml tables and in some 


India — no reliable actuaml rabies and in some 
branches no adequate scatisticai data either Second- 
ly, rural insurance necessitates close local sunerv i- 
s io^orthe poheyhoTder and the insured obje ct , ' 

arid if this has to be paid^r, the cost of insurance 
and hence, the rate of premium shall become unduly 
high. This IS expected to be kept low because the 
policyholders are also the earners of insurance and 
may be depended upon for sincere gratuitous 
service But the difficulty may be that the policy- 
holders do not realise this Thirdly, the mentality c > i 
of the peasantry itself counts .*’ It may be that 
the^like ^ immediate and greater return than what 
they pay. Thus jn the Bombay pr ovince, farmers 
whose cattle did not die *•***• ^ ’ 




19. Strictly speaking, the mentality factor overlaps 
the second obstacle and in a way covers it. 
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their mnng v hv p a ying the premiums Or they m ay 
not feel that insu rance against possible losses is 
Bcttef^an^uddej:i^nd<‘ubstantnl losses Fourthly 
medical facilities general condition of the ca ttle 
and tiac means ot agficuTturc miv be so deplorable 
and the purchasing potver ot the \ illagers so meagre 
that thee*- may be greater go^-sibility of frequent 
wholesale losses v.h ch m sutarce cannot provid e 
for 

Where there is greater realisation of the need 
for insurance where the peasantry is educated 
where the quality tnd breed are bet ter , n here ca re 
I S taken of the ^op and the cactle. ryal insuranc e 
CO o perauv es have b een succes sfulf y~~orga nised 
Va rious Euro^alfand American cqua£rics_raay be 
named ^ere "Eail insuranc e c o oper ative s free 
insujance_soacti^ and livestock insurance societies 
have flourTsTied an"^ continue _to._prog.res.s Some 
of the livestock insurance societies have success 
fully organised campaigns for better hygiene and 
prevention of dangerous contagious diseases^” Of 

20 In Ind a cattle insurance societies Lave failed m 
the past due to the general obstacles mtiuioned in the teit 
above Of recent there has again been some talk about 
cattle and famine relief through insurance co operatives 

Attempt IS also being made to start co operative fire 
insurance societies but in all probability it shallbe confined 
to urban areas 

At the seventh session of the Animal Husbandry Wing 
of the Board of Agriculture and Animal Husbandry m 
India (Dec -lo) it v.as recommended that since cattle 
insurance was more or less unknown tn India and sufficient 
data were not available for evolving a sound business 
system of insurance applicable to conditions m this country 
a committee consisting of actuaries cattle dairy husbandry 
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co urse state-aid has been desirable an d has b epn 
r eceived in various Torms Recurring financial aid 
has been given Insurance losses up to certain limits 
have been guaranteed Free veteri nary servic e has 
b een made availa ble "BilC wFere the draiv- 
backs mentionedTn the last paragraph are present. 
It shall be preferable to remove them first 

A s a digression , sinc e the rev ival of a cattle 
i nsur ance mQv ement'~o n co-opera tive lines is mo re 
likely in India, some details of the same may be 
mentioned, ^ce a close saperv i sion is nec es^aj-y 
t he number o^c'actle insured bv each society cann n t 
bTTa^e In the absence of reliable and adequate 
data, insurance arrangements would be facilitated 
if insurance is limited to a few species. In order to 
avoid deception, the animal must be marked 

and iii's'urance experts be appointed for formulating a 
scientific scheme of cattle insurance ’ 

The Co operative Planning Committee however, stood 
for collt’ccion of data (through the cooperative and Veter- 
inary Departments) about the number of cattle in different 
villages number of owners, mortality, etc After the data 
are collected, the committee tecommended the conducting 
of experiments by the provincial government in selected 
\iUagGsac own expense They would like to restrict the 
facilities to cooperative members Only bullocks cows and 
buffalos, betv een the age of 2 and 12 years are to be insured 
at rates covering loss in a normal year and the compensa- 
tion to be two-thirds of the Joss Simultaneously m these 
areas veterinary facilities are to be freely made available to 
prevent and cure cattic-diseases 

As regards crop insurance, the committee mentions 
tw’o pre-requisices, viz , statistical data and capacity of the 
peasant to bear the incidence of the cost Yet it has re- 
conassnded erpsTussats by the State 

Personally L do not agree with the second recommen- 
dation* 



184 COOPERATIVE SOCIETIES IN INDIA 

and valued at the time of insurance, which may not 
be accepted for all causes of lo«s Insurance may b e 
limited to loss on accou n t of death due to certa in 
causes onU A s~regards the premn^^ thr ee poss i- 
bilities s^gest themceive*: No premium may’^^e 
ch'afged’but'evSry time that a death occurs, a levy 
may be made on all to raise an amount sufficient to 
compe nsate the lo>er Alternatively, a premium 
may be charged based on the value of the cattlc- 
^nd morcdUty-rates Thirdly> the premium could 
be lowered if the members could accept the 
liability to pay an additional preromro when the 
funds of the society prove inadequate to meet the 
situation The three methods are very much like the 
unlimited liability, limited liability and guaranteed 
liability Under the Indian conditions t^ second 
met hod app ears more saital5te~- — 

Social Security Schemes and Co-'Operation 
Many governments are seriously thinking about 
social insurance and social security schemes Still 
CO operative insurance and co-operation have scope 
to play important roles Firstly, any social security 
me ans only compulsory establishment of a iTational 
mimmura of insurance What it does cannot be 
allowed to be the maximum insurance that may be 
provided for In order that “incentive, opportunity 
and responsibility mav not be stifled, it is essei - 
tial chat an individual should be free to provid 
'more than the minimum^for himself and the farriiy 
For such voluntary action co-operation offers itself 
suitably Secondly, social security schemes cannot 
be organised and woried successfully overnight. 
Time IS required to prepare the ground. Meanwhile. 
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co-operative insurance can take the pla"e of and 
even prepare the way for the establishment of 
compulsory social security systems Thirdly, _even. 
where such systems have been established, co-^ 
operative institutions can take up local administra- 
tive functions. 
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shall mis up the accounts of the varied activities and 
thus conceal the true position of any one tyne of 
the activity. Two. the failure m one respect might 
entail the winding up of other useml activities 
Three, since the operations would become compli- 
cated, a few intelligent indiv duals wou’d come to 
control the societv and th^s would be again«t the 
cooperative soirit But these objections can be met 
To a certain ettent separate accounts can be 
maintained for the different activities. In the 
beginning the keeping of separate accounts may 
appear too much Ifthev are not maintained even 
then a rough idea of the position with regard to 
any activity should not te difficult to have It 
a stock-taking of the po«it>on with regard to the 
different activ ities is frequent'y dore the losses on 
account of any one activ itv are not likelv to be so 
great as to necessitate the winding up of all activi- 
ties of the societv The fear ct the control of the 
society pa'Sing into the bands of a few, who might 
cartv the scc.ety in non-cooperative directions, 
arises because cooperative education has been neg- 
lected so far ; also because it is perhaps assumed that 
the Single-purpose societies would be converted 
ovmr-night into complicated multi-purpose societies 

Old Views 

Ev'en the Reserve Bank of India, with whom 
the ‘multi-purpose societv’ has been rather a slogan 
for long, made it clear that “it was nor, of course, 
suggested that the existing credit societies every- 
where should immediately assume all the functions 
mentioned above, but a steady extension should be 
secured in the scope oltheir activities, so as ulti- 
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vegetable growing society, nor those of the anti- 
erosion and the milk society The primary society 
IS to manage the pasture land and to conserve 
fodder They are to distribute the improved seeds 
made available by the Agriculture Department and 
the fertilisers as also to execute the schemes of the 
Forest Department for the establishment of the 
fuel plantations The pnmar} society is to arrange 
for the assembling and transport of the village 
produce to the marketing union estabhshea in the 
nearby wholesale mandi The primary society will 
take a helping hand in crop-planning It will en- 
courage the members to grow more leguminous 
crops and to use green manure It will also be 
entrusted with the fieldwork pertaining to canal 
and tubewell irrigation, such as distribution of 
water fixation of outlets repair and n aintenance 
oE qhannels and assessment and collection of water 
charges The construction of minor iingation 
works IS also to he entrusted to the primary society 
It will be the post office for state assistance for 
sinking wells It will undertake store-busme's 
Health and sanitation as well as better living acti- 
vities are also to be the function of the primary- 
societies Insurance business among its members 
will also be promoted by the society The list is 
not complete but it can be summarised by saying 
that the society is to undertake even technical 
work to improve the situation of its members both 
materially and morally 

Registrars' Conference 

It seems too much Compared to this, the 
detailed functions emphasized by the KV Regis- 
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conservation of fodder, which must be essentially 
and compulsorily taken up, may be left to be taken 
over by the panchayats. 

The All India Cooperative Conference (1947) 
has also taken a similar view. It has not passed 
any formal resolution on the subject, but the presi- 
dent hinted at it when he saia that a marketing 
organisation is both a purchase and sale organisa- 
tion” and that “an industnal society must be a pro- 
duction and sale society 

, World Tendency 

The emphasis is that coo manv runcticns must 
not be tacked on to tbe object' o: the soc ety. 
Wherever it has been tried, the results have been 
far rrom encouraging not cniy m this country but 
also in other countries — particularly in backward 
countries. Incidentally, the emphasis on the cotnbi- 
nation of ‘financing’ with ‘supplies’ and ‘marketing’ 
IS to be found not only in India but in other coun- 
tnes too. At one time “coopeiatnrs believed that 
the credit bank, m as much as it met the most’ 
pressing evil, must come first. Now the feeling is 
that village reconstruction (i-e-; non-credit activi- 
ties for improving the conditions of rural life) 
must come" first.” After visiting a number of 
countries. Prof. C. R. Fay wrote before the World 
War II : “The writer has recently visited New 
Zealani Germany, Sweden’ and Finland and tbe 
emphasis is everywhere on coordination, not indeed 
on the undifferentiated society, but on the associa- 
tion of finance with trade supplies and marketing... 
and on the association of trade supply with the' 
marketing of grain and general produce. ’ 
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